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TRACKING THE MONEY: PREVENTING WASTE, 
FRAUD, AND ABUSE OF RECOVERY ACT 
FUNDING 


WEDNESDAY, JULY 8, 2009 

House of Representatives, 
Committee on Oversight and Government Reform, 

Washington, DC. 

The committee met, pursuant to notice, at 10:05 a.m., in room 
2154, Rayburn House Office Building, Hon. Edolphus Towns (chair- 
man of the committee) presiding. 

Present: Representatives Towns, Maloney, Cummings, Tierney, 
Lynch, Quigley, Kennedy, Van Hollen, Cuellar, Hodes, Foster, 
Speier, Issa, Burton, Souder, Turner, Bilbray, Jordan, Flake, 
Chaffetz, and Schock. 

Also present: Representatives Brady and Dent. 

Staff present: Aaron Ellias, staff assistant; Linda Good, deputy 
chief clerk; Jean Gosa, clerk; Adam Hodge, deputy press secretary; 
Carla Hultberg, chief clerk; Marc Johnson, assistant clerk; Phyllis 
Love and Christopher Sanders, professional staff members; Mike 
McCarthy, deputy staff director; Jesse McCollum, senior advisor; 
Leah Perry, senior counsel; Jason Powell, counsel and special policy 
advisor; Jenny Rosenberg, director of communications; Leneal 
Scott, IT specialist; Mark Stephenson, senior policy advisor; Ron 
Stroman, staff director; Lawrence Brady, minority staff director; 
John Cuaderes, minority deputy staff director; Jennifer Safavian, 
minority chief counsel for oversight and investigations; Frederick 
Hill, minority director of communications; Dan Blankenburg, mi- 
nority director of outreach and senior advisor; Adam Fromm, mi- 
nority chief clerk and Member liaison; Kurt Bardella, minority 
press secretary; Howard Denis and Christopher Hixon, minority 
senior counsels; Brien Beattie, Alex Cooper, and Mark Marin, mi- 
nority professional staff members; and Sharon Casey, minority ex- 
ecutive assistant. 

Chairman TOWNS. The committee will come to order. Good morn- 
ing and thank you all for being here. 

This is the third in a series of hearings this committee has held 
on the implementation of the American Recovery and Reinvestment 
Act of 2009. The purpose of this hearing is to examine the unique 
challenges faced by States, localities, and agencies in using and 
tracking Recovery Act funds. This hearing will also examine the 
paramount question: Is the Recovery Act working? 

Five months ago. Congress committed nearly $790 billion of tax- 
payers’ money in an effort to stave off and reverse a tidal wave of 
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State deficits, rampant layoffs, and sinking personal income. With 
billions of taxpayer money on the line, it is vital that we keep a 
watchful eye on the money being spent, the programs being exe- 
cuted, and the methods by which we measure progress toward revi- 
talizing our economy. 

Today, GAO is releasing its second bimonthly report on State 
and local use of Recovery Act funds. Frankly, there is good news 
and bad news. 

The good news is that money is flowing from the Federal Govern- 
ment to the States at a faster rate than the Congressional Budget 
Office predicted at the beginning of this year. 

I am also pleased that the Recovery Act has helped States and 
localities reduce the severity of budget cuts to the programs that 
unemployed people need most. In New York, for example, GAO 
found that the New York City School District anticipates saving 
14,000 jobs as a result of the Recovery Act funding. 

But there is also bad news. GAO found significant shortcomings 
in the targeting and tracking of Recovery Act spending. 

The Recovery Act places a priority on directing funds toward 
projects in economically distressed areas. However, there are sub- 
stantial variations among States as to what constitutes an eco- 
nomically distressed area. For this reason, it is unclear as to 
whether Recovery Act funds are going where they are needed most. 

This is particularly important with respect to transportation-re- 
lated spending in distressed areas. Therefore, today, I am request- 
ing a personal meeting with the Secretary of Transportation to dis- 
cuss the importance of ensuring that Recovery Act spending on 
highway and other transportation infrastructure projects is focused 
on these economically distressed areas. I believe this is one of the 
key ways in which we can help create real jobs and do it quickly. 

I want to note, however, that without appropriate guidance from 
the Office of Management and Budget and other Federal agencies 
on spending and accounting for Recovery Act funds, it will be dif- 
ficult to measure our true progress in creating jobs and in minimiz- 
ing waste, fraud, and abuse of Recovery Act funds. GAO found this 
to be a critical issue for New York and for other States as well. 

OMB’s failure to provide timely and necessary guidance begs the 
question, are we asking the States to do the impossible? Can they 
really provide accurate and reliable data on Recovery Act spending 
and job creation by the October 10th reporting deadline? I look for- 
ward to hearing how 0MB intends to resolve this problem. 

I also remain concerned that the States are being asked to ad- 
minister a funding program of unprecedented size without being 
given the necessary resources. They have been asked to fix the car 
but not given the mechanic or the tools to do so, or even the spare 
parts that are needed. And I see that GAO agrees with us that this 
is a serious problem. 

In fact, that is why I introduced H.R. 2182, of course with the 
ranking member. Congressman Issa of California. Our bill in- 
creases the percentage of Recovery Act funds that may be used by 
States and localities to conduct administrative and oversight func- 
tions. 

The House has passed H.R. 2182, but it has yet to be taken up 
in the Senate. I hope that one result of today’s hearing and the re- 
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lease of the GAO’s report is that it will reinforce the message to 
the Senate that this bill needs to be enacted as soon as possible. 
I would hope we can find ourselves in conference with the Senate 
prior to the August recess, at which time I also intend to address 
the Single Audit issues highlighted by GAO in its report. 

Both this Congress and the administration have instituted an 
unprecedented level of oversight designed to ensure transparency 
and accountability of Recovery Act spending. In doing so, we have 
committed to an enormous undertalang to deal with the toughest 
economic times this country has faced since the 1930’s. 

I hope that our distinguished witnesses can help us identify what 
needs to be done, what lessons have been learned so far, and what 
best practices have been identified so that we can ensure that tax- 
payers’ money is being used effectively and responsibly. 

Again, I want to thank our witnesses for appearing today, and 
I look forward to your testimony. 

At this time, I yield time to the ranking member from California, 
Congressman Issa, for his opening statement. 

[The prepared statement of Chairman Edolphus Towns follows:] 
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JULY 8, 2009 

Good morning and thank you for being here. 

This is the third in a series of hearings this Committee 
has held on the implementation of the American Recovery 
and Reinvestment Act of 2009. The purpose of this hearing 
is to examine the unique challenges faced by states, 
localities, and agencies in using and tracking Recovery Act 
funds. 

This hearing will also examine the paramount question: 
Is the Recovery Act working? 
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Five months ago, Congress committed nearly $790 
billion of taxpayer money to an effort to stave off and reverse 
a tidal wave of state deficits, rampant layoffs, and sinking 
personal income. With billions of taxpayer money on the 
line, it is vital that we keep a watchful eye on the money 
being spent, the programs being executed, and the methods 
by which we measure progress toward revitalizing our 
economy. 

Today, GAO is releasing its second bi-monthly report 
on state and local use of Recovery Act funds. 

Frankly, there is good news and bad news. 

The good news is that money is flowing from the 
Federal government to the states at a faster rate than the 
Congressional Budget Office predicted at the beginning of 
this year. I am also pleased that the Recovery Act has 
helped states and localities reduce the severity of budget 
cuts to the programs that unemployed people need most. 
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In New York, for example, GAO found that the New 
York City School District anticipates saving 14,000 Jobs as a 
result of Recovery Act funding. 

But there is also bad news. GAO found significant 
shortcomings in the targeting and tracking of Recovery Act 
spending. 

The Recovery Act places a priority on directing funds 
toward projects in “economically distressed areas.” 
However, there is substantial variation among states as to 
what constitutes an economically distressed area. For this 
reason, it is unclear as to whether Recovery Act funds are 
going where they are needed most. 

This is particularly important with respect to 
transportation-related spending in distressed areas. 

Therefore, today I am requesting a personal meeting 
with the Secretary of Transportation to discuss the 
importance of ensuring that Recovery Act spending on 
highway and other transportation infrastructure projects is 
focused on these economically distressed areas. I believe 
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this is one of the key ways in which we can help create real 
Jobs and do it quickly. 

I want to note, however, that without appropriate 
guidance from the Office of Management and Budget (OMB) 
and other Federal agencies on spending and accounting for 
Recovery Act funds, it will be difficult to measure our true 
progress in creating jobs and in minimizing waste, fraud, and 
abuse of Recovery Act funds. GAO found this to be a critical 
issue for New York and for other states as well. 

OMB’s failure to provide timely and necessary guidance 
begs the question: are we asking the states to do the 
impossible? Can they really provide accurate and reliable 
data on Recovery Act spending and job creation by the 
October 10 reporting deadline? 

I look forward to hearing how OMB intends to resolve 
this problem. 
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I also remain concerned that the states are being asked 
to administer a funding program of unprecedented size 
without being given the necessary resources. They have 
been asked to fix the car, but not given the mechanic, the 
tools, or the spare parts. And I see that GAO agrees with us 
that this is a serious problem. 

In fact, that’s why I introduced H.R. 2182, the Enhanced 
Oversight of State and Local Economic Recovery Act, which 
is cosponsored by Ranking Member Issa. Our bill increases 
the percentage of Recovery Act funds that may be used by 
states and localities to conduct administrative and oversight 
functions. 

The House has passed H.R. 2182, but it has yet to be 
taken up in the Senate. I hope that one result of today’s 
hearing and the release of the GAO report is that it will 
reinforce the message to the Senate that this bill needs to be 
enacted as soon as possible. I would hope we can find 
ourselves in conference with the Senate prior to the August 
recess, at which time I also intend to address the Single 
Audit issues highlighted by GAO in its report. 
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Both this Congress and the Administration have 
instituted an unprecedented level of oversight designed to 
ensure transparency and accountability for Recovery Act 
spending. In doing so, we have committed to an enormous 
undertaking to deal with the toughest economic times this 
country has faced since the 1930s. 

I hope that our distinguished witnesses can help us 
identify what needs to be done, what lessons have been 
learned so far, and what best practices have been identified 
so that we can ensure that taxpayer money is being used 
effectively and responsibly. 

Again, I want to thank our witnesses for appearing 
today, and I look forward to their testimony. 


### 
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Mr. ISSA. Thank you, Mr. Chairman. And thank you for holding 
this important hearing today. 

Mr. Chairman, just today, the USA Today’s headline read, 
“States Aren’t Using Stimulus Funds as Intended.” Mr. Chairman, 
thanks to your work on this issue, we were already well aware that 
ultimately a great deal of the money delivered to the States has, 
in fact, been cost-shifted to projects not originally intended and 
that our funds have gone toward maintenance of many jobs, includ- 
ing, as we will hear today I’m sure, the retention of teachers or 
even retention bonuses to hold on to teachers. I will be interested 
today to hear from the GAO and others how we score a job saved 
or created when, in fact, it goes to a retention bonus. 

Mr. Chairman, when the government spends $787 billion in this 
make-work stimulus effort, in selling the stimulus package the ad- 
ministration promised the American people that the legislation 
would create or save 3.5 million jobs and prevent the U.S. unem- 
ployment rate from rising above 8 percent. 

Mr. Chairman, I opposed the stimulus. And I might remind you, 
it was the second stimulus, having already tried handing out dol- 
lars under the previous administration. I voted for that stimulus. 
One might say, fool me once, shame on you; fool me twice, shame 
on me. In fact, I believe that the discredited Keynesian economic 
theory behind the effort is misguided, and I am convinced that it 
won’t work. 

Unfortunately, recent economic data has validated my opposition. 
The U.S. economy lost 433,000 net jobs in June, bringing the un- 
employment rate to 9.5 percent. These job losses come on the heels 
of other declining economic indicators that bring total American 
jobs lost since President Obama took office to 2.6 million. 

Mr. Chairman, I might remind you, all those jobs lost are in the 
private sector. In fact, the public sector, and particularly the Fed- 
eral Government, has increased employment. We are, in fact, a job 
factory. 

As the committee Democrats rightfully noted in their briefing 
memorandum, the purpose of the stimulus was putting the unem- 
ployed back to work. Mr. Chairman, these troubling job numbers 
have shown beyond a doubt that so far the stimulus has failed to 
do that. 

When Vice President Biden was asked to justify the administra- 
tion’s stimulus job promises in the face of economic reality, he ad- 
mitted the administration, “misread the economy.” The misreading, 
however, didn’t stop the administration from touring the country, 
hyping the success of stimulus efforts creating 150,000 jobs. 

These job claims are based on the same flawed macroeconomic 
models that the Vice President now admits were mistaken. These 
macroeconomic models also reflected the unaccountable measures 
of jobs saved. Since no one can possibly dispute or disprove the 
jobs-saved claims of the administration, in fact, we are by defini- 
tion forced to say, “The jobs must be saved, but others were lost.” 

Mr. Chairman, I’m not going to dispute that the money was 
spent by the administration in good faith in order to help the econ- 
omy. Many of the, “down payments” made on programs are, in fact, 
programs which the administration believes in the long run will do 
a great deal of good. Even the dollars sent in checks that ulti- 
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mately ended up being deposited, rather than spent, were intended 
to be spent to help stimulate the economy. 

The 0MB guidance fails to include today a requirement for re- 
ceipt of reports to be accessible to the public in raw data feed. That 
is one of the areas I’m most concerned at and will be asking. Aren’t 
the American people, in this day and age in which we can Google 
and find out what the neighbor’s house next-door is worth, when 
it last sold, what it’s appraised at, and when in fact it goes into 
escrow, why are we not in fact able to see when money was spent, 
no matter how spent, by the Federal, State, or local governments? 

I look forward to discussing these issues today with 0MB Deputy 
Director Rob Nabors, and I thank him for appearing before this 
committee. I also look forward to hearing from Mike Pickett, CEO 
of Onvia, the private-sector provider of Recovery.org. 

And I know my time is expiring. I just want to ask unanimous 
consent to put the rest of it in the record and take just one moment 
to note that we’re going to see today in written testimony that Re- 
covery.org, in fact, outperforms and is out used by the Federal Gov- 
ernment’s own Recovery.gov. 

And I think that’s very telling of what we’re going to ask our 
first panel today, which is: Why is it government, at greater ex- 
pense, cannot equal the private sector? And if we cannot equal the 
private sector in providing information, then should we, in fact, 
simply dump our raw data and allow private-sector companies to 
monetize it or pay them to make it available rather than to con- 
tinue to invest countless tens of billions of dollars into IT infra- 
structure that always seems to look pretty and seldom delivers its 
promise? 

And, Mr. Chairman, I’ll put the rest in for the record, and thank 
you for your indulgence. I yield back. 

[The prepared statement of Hon. Darrell E. Issa follows:] 
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Mr. Chairman, thank you for holding today’s hearing. In response to the financial crisis, Congress 
and the Administration have pumped trillions of taxpayer dollars into the economy in the form of bailouts, 
rescue packages, and government spending. Part of this effort included a $787 billion make-work “stimulus” 
effort. In selling the stimulus package, the Administration promised the American people that the legislation 
would create or save 3.5 million jobs and prevent the U.S. unemployment rate from rising above 8%. 

Mr. Chairman, I opposed the stimulus. I thought the outdated and discredited Keynesian economic 
theory behind the effort was misguided, and I was convinced it wouldn’t work. Unfortunately, recent 
economic data has validated my opposition. The U.S. economy lost 433,000 jobs in June, bringing the 
unemployment rate to 9.5%. These job losses come on the heels of other declining economic indicators, and 
bring the total number of American jobs lost since President Obama took office to over 2.6 million. 

As the Committee Democrats rightly noted in their briefing memorandum, the purpose of the 
stimulus was “putting the unemployed back to work.” Mr. Chairman, these troubling job numbers have 
shown beyond doubt that so far the stimulus has failed. 

When Vice President Biden was asked to justify the Administration’s stimulus job promises in the 
face of economic reality, he admitted that the Administration “misread the economy.” This misreading, 
however, didn’t stop the Administration from touring the country hyping the success of the stimulus effort 
in creating 1 50,000 jobs. These job claims are based on the same flawed macroeconomic models that the 
Vice President now admits were incredibly mistaken. 

These macroeconomic models also reflected the cleverly unaccountable measure of “jobs saved.” 
Since no one can possibly disprove a “jobs saved” claim, the Administration has rigged the game in its own 
favor. As our Senate Democrat colleague Max Baucus said, the Administration has “created a situation 
where [it] cannot be wrong.” 

OMB, in its most recent guidance to stimulus recipients, has proposed an additional method of 
reporting the employment effects of the stimulus: the counting heads approach. The Administration has 
directed stimulus recipients to simply “count the people being paid out of Recovery act dollars.” OMB’s 
guidance is seriously deficient, as it ignores the crucial challenge of understanding whether people 
employed with stimulus funds were (or would have been) unemployed in the absence of the stimulus, or 
whether they simply would have been employed elsewhere- Thus, the guidance will likely lead to inflated 
job reports from stimulus recipients. 
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In addition, OMB’s guidance fails to include a requirement that recipient reports be accessible to the 
public as a raw data feed. If a raw data feed were made available for the public to download and subscribe 
to, the vast army of e-transparency advocates, bloggers, and the watchdog community would use it to 
produce any number of interesting and informative ways to display the information. The lack of a data feed 
contradicts another Administration promise: that the stimulus would be implemented with an unprecedented 
level of transparency and accountability. As one nonpartisan watchdog group pointed out, “This is a 
significant failure by the Administration to live up to its promise for full and complete disclosure. 
Significant failure.” 

I look forward to discussing these issues today with 0MB Deputy Director Rob Nabors, and I thank 
him for appearing before the Committee. I also look forward to hearing from Mike Pickett, CEO of Onvia, 
the private-sector provider ofRecovery.org, which tracks stimulus spending using proprietary search 
technology and presents it free of charge to the public. By all accounts, the private-sector Recovery.org is 
significantly more effective than the public-sector Recovery.gov in accounting for stimulus spending. 1 look 
forward to learning about the methods behind the success ofRecovery.org, and understanding what lessons 
learned can be applied to the federal government’s efforts to track stimulus spending. 

1 would also like to thank the governors of Maryland, Massachusetts, and Pennsylvania for 
appearing before the Committee today. It is important that many of our states come to grips with their 
spending problems, and avoid turning to taxpayers in other states (through the federal government) to bail 
them out. My home state of California is currently suffering through this problem. 

It is also important that we learn what the states are doing to prevent and detect waste and fraud in 
stimulus spending. Earl Devaney, Chairman of the Recovery Accountability and Transparency Board, 
suggested to the Committee in March that $55 billion of stimulus funds will be wasted. I look forward to 
learning what the governors are doing to prevent the waste of taxpayer money, and whether the guidance 
they’ve received from the federal government is sufficient. 

Mr. Chairman, thank you again for calling this hearing. 
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Chairman TOWNS. Thank you very much, Congressman Issa. 

In addition to receiving the testimony of the witnesses before us 
today, the committee has received statements for the record from 
the National Governors Association and the National Association of 
State Auditors, Comptrollers, and Treasurers. These organizations 
provide the financial support that the States need to create and 
preserve jobs. Of course, without objection, I enter these written 
statements into the record. 

[The information referred to follows:] 
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Chairman Towns, Ranking Member Issa, members of the committee, on behalf of the nation’s 
governors, thank you for holding a hearing to review and discuss state efforts to implement the 
American Recovery and Reinvestment Act (AREA). 

Backgroimd 

The economic conditions governors face in their states are imprecedented. Earlier this year NGA 
estimated that state budget shortfalls for fiscal years 2009 and 2010 would top $230 billion as a 
result of falling revenues from the faltering economy. These shortfalls mean that governors must 
cut services or develop new sources of revenues to meet state balanced budget requirements - 
actions that could slow an economic turnaround. 

Furthermore, history has shown that states experience the worst fiscal conditions the year after a 
national recession ends. With economists forecasting that the economy will continue to contract 
through 2009, and unemployment rates increasing into 2010, governors are planning for difficult 
financial times through fiscal year 201 1 and possibly 2012. 

As a result, NGA issued a paper with recommendations regarding a possible federal stimulus bill 
to spur the economy and put people back to work. NGA’s recommendations included 
countercyclical funding for states to reduce the need for cuts to services or tax increases; 
investments in infrastructure to create jobs and promote economic competiti veness; and funding 
for safety net programs to help individuals impacted by the downturn. 

Governors also met with then President-elect Obama and Vice President-elect Biden to discuss 
the economy and encouraged the incoming administration to hold governors accountable for the 
use of federal recovery funds. Specifically, governors voiced support for use-it-or-lose it criteria 
to ensure rapid deployment of federal dollars. 

The ARRA reflects each of these recommendations. It provides more than $135 billion to states 
in countercyclical funds through Medicaid and education. It invests in core infrastructure 
including highway, transit and water systems. It also provides additional funds to extend 
unemployment assistance and other benefits for individuals and families. All told, of the $787 
billion provided by the ARRA, more than $246 billion will go to or be administered by states. 
This places states, and governors, on the front lines partnering with the federal government to 
make the ARRA work. 

To one extent this hearing is premature. Having just passed in February, most ARRA funds 
remain in the hands of the federal government, and the federal agencies charged with distributing 
the funds are still developing or only recently completed the guidance and rules necessary for 
states to implement the act. 

On the other hand, this hearing is well-timed because meeting the levels of transparency and 
accountability called for by the ARRA will take an extraordinary level of cooperation and 
coordination between federal agencies and state and local governments. If developed properly, 
federal and state rules should help spend federal funds efficiently and prevent waste, fraud and 
abuse. If, however, federal, state and local efforts are not well coordinated, funds may be spent 
too quickly or on projects that do not maximize job creation or economic growth. 
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As this committee reviews federal and state actions to implement the ARRA, NOA offers the 
following recommendations: 

• Coordinate and streamline reporting requirements and oversight 

Congress and the Administration should avoid duplicative or unnecessary reporting requirements 
by sharing information and developing common definitions to make state reporting easier and 
more usable. National and regional oversight activities also should be coordinated to avoid 
duplication and minimize the impact on limited state resources. 

• Provide resources for accountability and transparency 

Millions of dollars were provided to federal Inspectors General to conduct oversight and prevent 
waste, fraud and abuse. Flexibility in the use of ARRA funds by states to meet transparency and 
accountability standards is necessary to develop and improve state systems and capabilities to 
meet ARRA requirements. OMB efforts to allow states to use up to .5 percent of ARRA funds 
for administration are helpful, but not sufficient to adequately support state oversight and 
accountability efforts. 

• Allow time for planning 

ARRA’s objective of spending money quickly must be tempered with the objective of spending 
federal taxpayer dollars wisely. Congress and the Administration should provide states flexibility 
to organize and plan after federal rules are finalized to ensure proper handling and priority 
setting at the state level. This would allow ready-to-go states to move forward immediately and 
provide others time to build capacity to meet ARRA requirements. 

• Communicate with and through Governor’s Offices 

The ARRA provides states and governors with central responsibility for using and administering 
federal recovery funds. Federal officials should therefore ensure that the governor’s office is kept 
informed of all federal spending and activities that occur in a stale, Governors must also have 
access to all reporting information on both a transactional and aggregate basis to ensure accurate, 
consistent and quality reporting of expenditure and job creation data. 


The State Role 

During any economic downturn, states are key players from three major perspectives. First, they 
administer most of the safety net programs in the United States. The four major programs that 
can both help stabilize the economy and provide benefits to individuals in need are 1) Medicaid, 
2) welfare benefits, 3) unemployment compensation and 4) food stamps. All of these are federal- 
state programs that receive major federal funding. 

Second, states can quickly create jobs in the short-run through infrastructure investment such as 
highways, transit projects and water and sewer system modernization. States are able to do this 
quickly because states administer many infrastructure programs and have detailed information 
regarding unmet needs. 
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Third, because of balanced budget requirements', states typically react to downturns by cutting 
spending and raising taxes, which make the downturn more severe. Direct federal government 
payments to states to help offset these actions is therefore one of the most powerful 
countercyclical actions the federal government can take. 

State Shortfalls 

A survey of state fiscal conditions late last year projected state shortfalls of $230 billion for FY 
2009 and FY 2010. NGA’s best estimate is that without ARRA dollars, states would face budget 
gaps of $200 to $250 billion through fiscal year 2011. Tax collections continue to trend 
downward with sales tax, corporate business tax and personal income tax revenue all staying 
negative during the first quarter of 2009. Income tax revenues are likely to dip most after 
unemployment peaks, which could be as late as mid-2010. 


State Impacts Lag the Downturn 

Unfortunately, even with distribution of ARRA funds, states’ fiscal picture will continue to 
deteriorate over the next two years. When the economy slows, state sales tax revenues decline as 
reductions in personal consumption often lead downturns. Rising unemployment is the next sign, 
which in turn leads to declines in state personal and corporate income tax revenues. The increase 
in unemployment also often leads to increases in the demand for food stamps, unemployment 
benefits and Medicaid payments, which is currently about 21 percent of state budgets. 

The lag effect on states was evident in each of the last two recessions. The recession that ended 
in 1991 resulted in 28 states cutting budgets that year. States, however, continued to experience 
the recession’s impact and in 1992, 35 states cut budgets. Similarly in 2001, when the most 
recent recession ended, 16 states cut budgets. However, 37 states cut budgets in each of the next 
two years — 2002 and 2003. (See Chart: Budget Cuts Made After the Budget Passed). If the 
current downturn continues and follows the path of past recessions, most states will face budget 
shortfalls in 2010, 201 1 and possibly 2012. 


Budget Cuts Made After the Budget Passed, 
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Managing the American Recovery and Reinvestment Act 

With more than $246 billion in recovery fimds flowing to or through states, governors have taken 
an aggressive approach to managing AREA funds and programs. Governors are keenly aware of 
the inherent tension the ARRA’s objectives pose for states: spend funds quickly; target funds 
effectively; and prevent waste, fraud and abuse. These objectives must also be measured against 
the fact that ARRA funds are temporary and cannot be counted on to fund long-term reforms or 
benefit expansions. 

From a state perspective, it is critical to think in terms of the ARRA’s various categories of 
spending because they have very different intents and many require different management 
structures, reporting requirements, and the involvement of state legislatures. Four categories are 
particularly important. 

Si Countercyclical Funds 

There are two major categories of the countercyclical funds, which are the most flexible funds, 
First, there is the $87 billion in estimated federal increase in Medicaid funds. Second, there is 
$48 billion in the State Fiscal Stabili 2 ation Fund, which includes $8.8 billion that can be used for 
any purpose as well as education, and $39.5 billion that must be used for elementary, secondary 
and higher education. Because education averages about 46 percent of state budgets, it provides 
considerable fiscal relief. It is important to note that local school districts will also receive an 
additional $25 billion in Title I and special education grants for education. The combination of 
Medicaid enhancements and the State Stabilization Fund means that the flexible fimds provided 
under the act total about $135 billion. 

This $135 billion is critical for states because it can be used to offset states’ projected $200-$250 
billion in shortfalls through fiscal year 2011. The new dollars are an appropriate amount that will 
help stabilize the economy and offset the most draconian cuts, but will keep the pressure on 
states to continue to consolidate, streamline and downsize state government. Already ARRA 
funds have had a positive economic impact; states postponed planned cuts and tax increases for 
fiscal year 2010. That being said, several state revenues fell well below worst-case-scenario 
projections during the first six months of this year. Consequently, while states hoped to use 
countercyclical funds in FY 2010 and 2011, many were forced to accelerate the use of such 
fends to close budget gaps in FY 2009. 

Although the allocation of countercyclical fends across states could be better targeted, the 
Medicaid formula does account for economic stress, and therefore many of the states with the 
worst underlying economies get a larger allocation of fends. There are only a few small 
states — generally those that produce energy — that may receive fends above their needs. For most 
states, these flexible federal fends are far short of need. Tlie fact that the Medicaid fends were 
retroactive to October 1, 2008, was extremely helpful in allowing states to postpone planned 
cuts. It is important to note, however, that even after the recovery package, states will continue 
to face a shortfall of more than S200 billion over the next three years, and will therefore continue 
to reduce spending and consider increasing taxes to balance their budgets. 
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b. Appropriated Programs 

The ARRA contains a significant number of direct appropriations into existing federal-state 
programs, which run the gamut from $27.5 billion for highways to $1 billion for community 
services block grants to $3.1 billion for state energy grants. States have little flexibility here and 
must spend these additional funds in the specified program areas. Many of these grants are 
formula while others are discretionary or competitive grants. This category includes about 50 
programs, and in many cases, states are required to obligate and spend these funds quickly to 
create jobs. 

c. Safety Net 

The ARRA also expands on a number of safety net programs such as transitional Medicaid 
assistance, food stamps and unemployment insurance. Most of these programs will require states 
to make decisions regarding new eligibility and benefit levels, which may require state 
legislative changes as well as major changes to business processes and management information 
systems. Safety net funds are generally spent quickly by recipients and, thus, have a positive 
macroeconomic impact. 

d. Foundations for Economic Development 

The ARRA also provides funds for several long-run investments with the potential for economic 
growth including: alternative energy and smart grid technology; Health IT; broadband 
deployment and access; high-speed rail; and funding for research and development. Most of the 
funding in these areas is for new programs that require significant planning and development by 
both the federal government and states. Maximizing these dollars requires a coordinated 
approach, governance structure and clear strategic goals. More than any other type of funding 
under the ARRA, these funds are targeted towards establishing capabilities to develop and 
promote long-term economic growth. 

Accountability and Transparency 

The legislation contains numerous provisions to ensure that the appropriated fiinds are spent as 
intended by Congress. As a result, state activities will be subjected to extensive public scrutiny 
and to enhanced oversight by a variety of federal entities, including federal program managers, 
agency inspectors general, and the Government Accountability Office (GAO). Federal efforts are 
being coordinated by the newly established Recovery Accountability and Transparency Board, 
which is charged with preventing potential waste, fraud and abuse and is made up of inspectors 
general from several federal agencies. 

In addition, the legislation requires the board to operate the Web site, www.recoverv.gov . as a 
portal or gateway to key information related to recovery efforts and to provide a window to other 
government Web sites with related information. States will be required to use this Web site to 
post information on the use of both operational funding and infrastructure investments. The 
required infomiation is generally more detailed than mandated by current statutes including: 

• Descriptions of the intended use of the funds; 

• Impact on job development and preservation; and 

• Copies of individual grants and contracts. 
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Finally, the legislation includes substantial increases in the appropriations for the GAO and 
departmental inspectors general. It also requires grantees to provide federal reviewers with 
unfettered access to state records and establishes new whistle-blower protections, including the 
authority for federal inspectors general to review and decide claims regarding retaliation. GAO 
has already identified and initiated reviews of implementation activities in 16 states. 

Challenges for States 

Governors expect to be held fully accountable for their use of ARRA funds. To best achieve 
these objectives, governors are acting to build or expand a capacity to: 

• Plan and establish priorities; 

• Obtain necessary legislative and public support; 

• Coordinate the interaction between state and federal agencies; 

• Oversee state agency implementation, including coordination and collaboration across 
agency and program lines; 

• Expand workforce capacity to develop and monitor a rapid growth in contracts; 

• Ensure compliance with grant requirements, including transparency and accountability 
provisions; and 

• Facilitate local government and private sector opportunities to utilize federal grant and 
loan programs to the maximum extent. 

State Planning 

Governors understand that thoughtful planning and skilled implementation are necessary to 
achieve the full benefit of the opportunities encompassed in the ARRA. Planning is required to 
ensure that new spending is timed to provide necessary resources over the duration of the 
recession and initial recovery. Failure to plan early for the next two to three years could worsen 
the out-year impact because states may be hard pressed to meet service expectations or 
commitments one ARRA funds are exhausted. 

Planning is also vital to ensure that available funds are used strategically to address both short- 
term needs of individuals adversely affected by the recession and opportunities to invest in future 
economic growth. A thoughtful planning process that involves multiple stakeholders at an early 
stage can help both to identify priorities and the opportunities to coordinate a variety of funding 
sources to help achieve broader goals. That process also can help identify and address issues 
relating to the sustainability of programs and services that may be initiated or expanded under 
the ARRA. 

To organize ARRA planning and implementation efforts, states have tended to organize around a 
single individual or task force. These single points of authority provide the broad perspective and 
ability to coordinate funding across stove-piped federal programs to maximize job creation and 
economic growth. These are also generally the offices that will be in charge of fulfilling the 
ARRA’s extensive public reporting provisions. 

Good news about ARRA 

Although the Act is only a couple of months old, there is positive news. 
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• The Administration, individual agencies and OMB have provided a substantial amount of 
guidance and funds are beginning to flow. 

• Every governor has appointed key staff to serve as their leads and many have appointed task 
forces with private sector and community leaders. 

• OMB, GAO and individual agencies have been accessible and cooperative in working with 
state organizations to solve problems as they become known. 

• Perhaps most important, the recovery package was well timed. The history on fiscal policy 
changes to stimulate economic growth has been very poor. Specifically, past stimulus 
packages have generally come too late and the impact is often after the economy has already 
tamed up. Given the length of this downturn, however, this package will likely moderate the 
downturn in two important ways. First, the flexible or countercyclical funds have already 
allowed many states to postpone planned budget cuts or tax increases. This has had the 
positive impact of limiting the magnitude of the downturn. Second, the economy is still 
deteriorating although more slowly, and funds from the stimulus are now being spent. Thus, 
this recovery package should be helpful over the next year in both limiting the downturn and 
perhaps helping the economy to turn the corner. Unlike most previous fiscal policy changes, 
the ARRA was not too late. 

Ongoing Challenges 

While there is some very positive news, it is also true that governors and states face a number of 

challenges. 

• Spend funds quickly and create jobs versus accountability and transparency 

A major challenge for state.s is to spend the money quickly to maximize job creation while 
maintaining program stability and efficiency and filling a budget gap that will last at least 
three years. The three year projection is based on the assumption that it will take two years 
for GDP to return to the 2008 level and a third year, based on historical observations that the 
year after a recession is generally the most difficult fiscal period for states. Given that all of 
the economic stimulus funds are temporary, it will be extremely difficult for states to spend 
funds quickly, fill a three-year budget gap and maintain program stability and efficiency, 

• Unprecedented reporting and transparency 

States will be accountable not only to the various agencies and OMB, but also the new 
Recovery Act Transparency and Accountability Board, GAO mrd the public. OMB only 
recently published recipient reporting requirements states must follow for their October lO® 
reports. It will be difficult for states to fully and accurately report all recipient data a mere 10 
days after the close of the fiscal quarter as required by the statute. Additional time to 
reconcile and correct state reports also will be necessary to ensure accurate and quality 
information, especially for the initial reporting period. 

• Lack of funds for accountability and prevention of waste, fraud and abuse 

While ARRA provided ample funding for federal oversight activities, little was provided for 
states. The transparency and accountability at the heart of the ARRA is quite different from 
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that of existing programs. Consequently, it will require tracking systems and capabilities that 
may differ from those currently employed by states. Existing state information systems will 
need to be upgraded or replaced to meet ARRA standards. 0MB guidance providing access 
to up to .5 percent of ARRA fonds for administrative purposes was welcomed, but the 
complexity of the system, the increased responsibilities being placed on state oversight and 
auditing resources and diminished state revenues mean that additional help is needed. 

• Uncoordinated requests for information 

Multiple requests for information from the Administration and Congress are an issue because 
to date they have not been well coordinated. In some instances states are being asked for the 
same information from the national and regional branches of the same organization. 
Responding to these requests take time and occupy scarce state resources. NGA 
recommends that to the extent possible, future federal and congressional oversight activities 
rely primarily upon the massive volume of information the federal government will receive 
quarterly from states rather than requesting new or different information about the same 
projects. 

• Accurately counting jobs retained and created 

A primary focus of ARRA is to save and create jobs. Although OMB established a single set 
of guidelines to calculate the number of jobs created and saved, the jobs data will likely be of 
limited value for making comparisons across projects, states or regions. 

• Launch new programs and run old programs with new requirements 

States face significant challenges in those program areas where there was not an existing 
program before ARRA or where the budget increases were dramatic. The Weatherization 
Program is an example where states must scale up capacity to manage and distribute a 
massive influx of flmds over the next 24 months. In addition, the application of “Buy 
American” and Davis-Bacon requirements to programs not traditionally subject to such 
provisions is proving problematic because without clear guidance and rules states are 
reluctant to sign contracts and expend funds that may result in future penalties. 

• Develop long-term plans to maximize ARRA dollars 

States need time to plan and execute in the five areas (Health IT, broadband, high speed rail, 
R&D and alternative energy and smart grid) for long-run growth. The focus of these 
programs is different from short-run stimulus programs and thus effective and efficient 
planning, as opposed to accelerating spending, should be the priority. 

• Maintain and rebuild state capacity 

Most states have cut budgets over the last two years and therefore have less capacity to 
execute significant increases in spending or take advantage of new programs requiring state 
matching funds. These cuts are likely to increase and continue throughout fiscal years 2010 
and 2011. States will rebuild capacity to take advantage of ARRA opportunities, but it will 
take time. 


9 



24 


• Obtain access ARRA data to manage recovery 

From the public’s perspective, governors are responsible for all funds that go to a state 
regardless of whether they flow through a state or go directly to a quasi-independent agency, 
(e.g., a port authority), or a local government. In order for governors to effectively manage 
ARRA implementation for their states, governors must be notified in a timely maimer of all 
investments made in their individual states. Governors must also have access to recovery 
infomiation gathered at the federal level to ensure accurate, consistent and quality reporting 
of expenditure and job creation data from their states. 

The National Governors Association appreciates the opportunity to provide its perspective on the 
implementation of ARRA by the states. We cannot stress vigorously enough that states are very 
early in the implementation process and therefore these comments must be viewed as 
preliminary. The nation’s governors welcome the opportunity to work with you as you review 
ARRA implementation and the actions of states to put people back to work, make our nation 
more competitive and speed economic recovery. 
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Testimony for the Record 

Presented by the National Association of State Auditors, Comptrollers and Treasurers 

To the 

Committee on Oversight and Government Reform 
United States House of Representatives 

Hearing on 

“Tracking the Money; Preventing Waste, Fraud, and Abuse of Recovery Act Funding” 

July 8, 2009 


Chairman Towns, Ranking Member Issa and Members of the Committee; Thank you for the opportunity 
to provide our views on issues surrounding the implementation of the American Recovery and 
Reinvestment Act of 2009 (ARRA). 

The National Association of State Auditors, Comptrollers and Treasurers (NASACT) is a national 
organization whose members are comprised of the top finance officers in each state. Our members have 
the titles of state auditor, state comptroller, and state treasurer. Both elected and appointed, these 
officials assure that taxpayer dollars are invested, expended and accounted for and that the flow of 
money into states is monitored, not only for waste, fraud and abuse, but for efficiency and effectiveness. 

While accountability and transparency seem to be the buzzwords of the day, these are not new concepts 
for state auditors, comptrollers and treasurers. Each of these officials plays a vital role in assuring 
transparent expenditures and accountable processes. The effective and efficient expenditure of funds, 
including those provided by the Recovery Act, is the number one priority for our members. 

We share fully your commitment to minimizing opportunities for waste, fraud and abuse as the Recovery 
Act is implemented. However, we have a number of concerns regarding our ability to realistically meet the 
challenges that lay before us. 

Topping this list is the lack of funding for state and local accountability professionals and our capacity to 
carry out the objectives of the Recovery Act. There seems to be significant emphasis on accountability of 
Recovery Act funds at the federal level, as is shown through the significant dollars given to the federal 
inspectors general community and the Recovery Accountability and Transparency Board in the act. 
However, there is no similar provision for direct funding at the state and local levels. Foremost on our 
minds is how to address the efforts needed to face the inherent risks of fraud and abuse when significant 
amounts of money are distributed quickly - particularly without the necessary resources to do so. 

We sincerely appreciate the Chairman's previous concerns over the funding issues and applaud the 
introduction of a proposal (H.R. 2182) to set aside up to 0.5 percent to conduct oversight and planning 
activities. Unfortunately, since there are no requirements as to how the 0,5 percent may be spent by 
states, this proposal is unlikely to assist many of our members as they will be competing with higher 
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priorities for recovery dollars within the states. Money for audit or to upgrade dated accounting systems 
is not generally a priority when children lack needed school books. Given the option, most states will 
choose to carry out program objectives even where additional funding for administrative purposes is 
allowable. Thus, state accountability professionals are left without meaningful relief. 

In March, Illinois Auditor General William G. Holland came before this committee to discuss several 
challenges facing the state audit community. These challenges remain today, although we now have a 
clearer picture of what will be required of state auditors and comptrollers in providing accountability over 
Recovery Act funds. It is very clear that our members will face additional responsibilities to accommodate 
the major emphasis placed on assuring unprecedented levels of accountability and transparency by both 
Congress and the Administration. Determining exactly how much work will be necessary to carry out the 
intentions of the Recovery Act however, remains an unknown, since information such as the final 
requirements for work conducted in accordance with the Single Audit is not yet available. This year, more 
than at any other time, timely guidance is sorely needed. 

That being said, we should note that several of our members have been quite proactive in conducting 
audits, oversight, and review work on the front end to ensure that the appropriate internal controls are in 
place to minimize risk. We fear, however, that this work may cease if additional requirements are 
imposed without additional funding or Single Audit relief. 

In terms of using the Single Audit for Recovery Act oversight, we understand that there is a desire to treat 
all, or substantially all, programs receiving ARRA funds as major programs. This anticipated directive 
would be particularly problematic as designating every federal program with ARRA expenditures as 
major, no matter how immaterial, would require a significant increase in staffing at a time when audit 
shops have had significant cuts in staff. In fact, we recently conducted a poll of our auditor and 
comptroller members to determine how the economic downturn has affected staffing in those offices. The 
findings are alarming and highlight the crisis we face in meeting the challenge of minimizing risk and 
conducting appropriate oversight of Recovery Act funds. Some state audit offices are reporting as much 
as a 26 percent reduction in staff just last year, and others have noted significant furloughs, hiring freezes 
and other cost savings measures that are having detrimental effects on their work. State comptroller 
offices are experiencing similar human capital and resource shortfalls. We remain very concerned that 
while the workload for our members continues to increase, staffing and resources will continue to decline. 

Additionally, we believe that treating every program as major simply does not make sense since the vast 
majority of findings are repeat findings and the deficiencies are already known at the federal level. Since 
a large majority of ARRA funds will flow through existing programs, we do not feel that conducting 
additional work to reveal the same risk factors is the best use of our resources. There really is nothing 
distinctive about ARRA funds that should warrant special treatment and usurp the auditor's professional 
judgment within the existing guidelines and rules. We suggest that ARRA funds be considered with all 
other federal funds subject to the same existing processes that are used to determine major programs. 

We also understand that there is a movement afoot to reduce the Single Audit submission deadline from 
nine to six months. A six-month deadline would be very difficult, if not impossible, to meet since most 
states' comprehensive annual financial reports (CAFRs) are not completed until December, approximately 
six-months after the end of the fiscal year. Changing the Single Audit deadline is not just an audit issue 
but rather an issue that must take into consideration a number of factors. Gathering the required financial 
statement information from component units remains the key obstacle for states to releasing financial 
statements in a timelier manner. Systems are also a problem in several states. States are not likely to 
compromise on receiving an unqualified audit opinion just to release their CAFRs earlier. A disclaimer 
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audit opinion would likely reduce a state’s bond rating, a very undesirable result. Additionally, some states 
experience difficulties in preparing accurate and timely schedules of expenditures of federal awards, 
further delaying the auditor’s ability to do timely Single Audit work. 

Lastly, we understand that a proposal is being discussed that would require a certification on internal 
controls. From a practical point of view, it would be impossible to mandate specific internal controls in 
many cases. States and their myriad of agencies and systems are much too diverse for this. Entities will 
not be able to certify that controls are in place and operating without incurring significant costs to test the 
controls separately from their external audit. It also appears that the external auditor will be required to 
render an opinion on the effectiveness of internal control. In essence, it appears that the internal control 
aspects of Sarbanes-Oxley would be made applicable to Recovery Act funds. We should consider how 
much such measures cost the private sector and evaluate whether the value being added over current 
practice Is really worth the additional work. We submit that current internal control reporting is almost as 
valuable as an opinion on internal control at a fraction of the cost. 

So the real question is “How do we take on the additional work required to assure accountability and 
transparency over Recovery Act funds when staffing is at record lows?’’ Designated funding would 
provide some relief but will not fully solve the capacity issue. Finding experienced individuals to conduct 
this important work is elusive and concerning. 

We believe that the money intended to help stabilize our country’s economy should be expended in the 
most efficient and effective manner, and we intend to do our part. We hope, however, that we can work 
with Congress and others to establish proper channels to promote accountability and transparency over 
Recovery Act funds without placing an unrealistic workload on our already strained member offices. 

We look forward to additional hearings on this important issue and would be happy to answer any 
questions or provide additional details. Mr. Chairman, Ranking Member Issa and members of the 
Committee, thank you for the opportunity to express our views. 
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Chairman TOWNS. We will now turn to our panel of witnesses. 
It is committee policy that all witnesses be sworn in, so if you will 
raise your right hands and repeat after me. 

[Witnesses sworn.] 

Chairman TOWNS. Let the record reflect that the witnesses have 
answered in the affirmative. 

You may be seated. 

Our witnesses today: Mr. Gene Dodaro is the Acting Comptroller 
General of the United States and leads the Government Account- 
ability Office. Under the Recovery Act, GAO was charged with 
tracking stimulus dollars to promote efficiency and track waste and 
fraud. And today, GAO is issuing its second bimonthly report. 

Welcome, Mr. Dodaro. 

Mr. Rob Nabors is the Deputy Director of the Office of Manage- 
ment and Budget. Previously, Mr. Nabors served the House as 
clerk and staff director of the Appropriations Committee. 0MB is 
also monitoring stimulus spending and is responsible for imple- 
menting the transparency requirement of the Recovery Act, includ- 
ing providing guidance to States. 

At this time, I ask that each witness deliver their testimony 
within 5 minutes. And I’m sure you’ve been here before, but I just 
want to sort of re-emphasize, because every now and then we have 
to re-emphasize this. Starts out with a green light, then it goes to 
a yellow light, and then 1 minute later there’s a red light. Now, red 
light everywhere means stop. 

So with that in mind, Mr. Dodaro, why don’t you start. 

STATEMENTS OF GENE L. DODARO, ACTING COMPTROLLER 

GENERAL, GOVERNMENT ACCOUNTABILITY OFFICE; AND 

ROBERT L. NABORS II, DEPUTY DIRECTOR, OFFICE OF MAN- 
AGEMENT AND BUDGET 

STATEMENT OF GENE L. DODARO 

Mr. Dodaro. Thank you very much, Mr. Chairman, Ranking 
Member Issa, members of the committee. I’m very pleased to be 
here today to discuss GAO’s second bimonthly review of the use of 
Recovery Act funds by selected States and localities. 

In order to carry out our statutory responsibilities, we’ve selected 
16 States and the District of Columbia to review over the next 2 
to 3 years to do a longitudinal study of the use of the money by 
those localities, how they’re safeguarding the money, and reporting 
on the impact. Now, these 17 jurisdictions will receive approxi- 
mately two-thirds of the Recovery Act funds that will be flowing to 
these States and localities. 

Now, one of the reasons we’re doing a longitudinal study, as you 
can see from this chart here, while about $49 billion was estimated 
by CBO to flow to the States and localities in 2009, the peak period 
for Recovery Act funds to be outlaid will be 2010. And 2011 will 
continue the funds distributed to the State and localities in outlay. 
So the money will be distributed. Approximately $280 billion will 
be going to the State and localities. So far, of the $49 billion that 
was estimated to go to the States nationally, about $29 billion has 
been distributed there as well. 
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Now, the character of the spending is shown for this fiscal year, 
2009, in this following chart. The predominant amount of money 
that will he outlaid to the States and localities is in the Medicaid 
program, where the Federal Government’s matching share has 
been increased. Every State received an increase of 6.2 percent and 
then additional increases based upon unemployment rates in those 
States and localities. Among the 17 jurisdictions, ours range from 
an increased Federal share of 6.2 percent in Iowa up to 12.24 per- 
cent in Florida. 

So far, the 17 jurisdictions that we looked at had drawn down 
$15 billion in the Medicaid spending area, about 86 percent of the 
approximately $17.5 billion that had been allocated to them 
through the third quarter of this fiscal year. They’re using the 
money to maintain Medicaid benefit levels and provide services. 
Most of the States that we visited also had increased caseloads in 
the Medicaid area, and this has enabled them to be able to do that. 
The increased Federal share also freed up State moneys potentially 
that could be used in other areas and to help them with their fiscal 
stresses. 

The second area is the State Stabilization Fund. About 82 per- 
cent of that money is to be used for education purposes and distrib- 
uted to local education agencies or institutions of higher learning; 
18 percent can be used to stabilize public services, particularly pub- 
lic safety, and could be — they have more discretion on using the 
money. 

The 17 jurisdictions we visited had been allocated by the Depart- 
ment of Education almost $17 billion. So far, they’ve drawn down 
$4.3 billion or about 25 percent of the money that’s been allocated. 

And the highway area is the next largest area. The 17 jurisdic- 
tions we had received had been allocated about $15.5 billion. 
They’ve obligated about $9.2 billion or slightly over that. So about 
59 percent of the money’s been obligated. 

Now, obligated here means that the Federal Department of 
Transportation and the State have agreed on the nature of the 
projects. The projects in the localities we visited, there were about 
2,600 projects that had been approved already, most of them for 
paving roads or widening roads since that could be allocated more 
quickly, in the State’s opinion. 

So far, the way that program works is that States are reim- 
bursed as they’re making payments. So, of those 17 localities, so far 
they’ve been reimbursed $96 million. So that money is beginning 
to go through the system, but a lot more is obligated than has been 
outlaid at this point in time. 

And, as you mentioned, Mr. Chairman, we believe that the Sec- 
retary of Transportation, in consultation with the Secretary of 
Commerce, needs to clarify the “economically distressed area” issue 
now before a lot of the money is spent, the remainder of the money. 

Now, the Recovery Act funds have clearly helped States deal 
with fiscal stresses, but they’ve also increased the accountability 
requirements for the States. And we’re concerned that, under fiscal 
stress, the States have been cutting back on some of their manage- 
ment and audit function areas, thereby reducing some of the safe- 
guards. 
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So, Mr. Chairman, Ranking Member Issa, and the committee, we 
support passage of H.R. 2182. We think it’s very much needed and 
in line with the recommendations in our report, which is to really 
increase the utility of the Single Audit area. And I can talk more 
about that in the Q&A session. 

Also, while 0MB has taken important steps to clarify the guid- 
ance, additional clarification is needed and better communication 
with the States is needed as well. And I’d be happy to elaborate 
on all these areas in the Q&A session. 

Thank you very much. And we look forward to continuing to sup- 
port the Congress in their important oversight over the Recovery 
Act spending. 

[The prepared statement of Mr. Dodaro follows:] 
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Why GAO Did This Study What GAO Found 


This testimony is based on a GAO 
report being released today— the 
second in response to a mandate 
under the American Recovery and 
Reinvestment Act of 2009 
(Recovery Act). The report 
addresses: (1) selected states’ and 
localities’ uses of Recovery Act 
funds, (2) the approaches taken by 
the selected states and localities to 
ensure accountability for Reco’reiy 
Act funds, and (3) states’ plans to 
evaluate the impact of Recovery 
Act ftinds. GAO’s work for die 
report is focused on 16 states and 
ceii^ localities in dtase 
jurisdictions as weh as the District 
of Columbia— representing about 
65 percent of the U.S. population 
and two-thirds of the 
intergovernmental federal 
assistance available. GAO collected 
documents and interviewed state 
and local official. GAO analyzed 
federal agency guidance and spoke 
with Office of Management and 
Budget (0MB) officials and with 
program officials at the Centers for 
Medicare and Medicaid Services, 
and the Departments of Education, 
Eneigy, Housing and Uri>an 
Development, Justice, Labor, and 
Transportation. 


What GAO Recommends 


GAO makes recommendations and 
a matter for congressional 
consideration discussed on the 
next page. The report draft was 
discussed widx federal and state 
officials who generally agreed with, 
its contents, 0MB officials 
generally agreed with GAO’s 
recommendations to 0MB; DOT 
agreed to consider GAO’s 
recommendation. 

Vi©wGAO-09-83tT, GAO-09'829 or key 
componenis. For state summaries, see GAO- 
09-830SP.FQr more information, contact J. 
Christopher Mihm at (202) 512-6806 or 
mihm|@gao,gov. 


Across the United States, as of June 19, 2009, Treasury had outlayed about $29 
billion of Ihe estimated $49 billion in Recovery Act ftinds projected for i^e in 
slates and locaKti^ in fiscal year 2009. More than 90 percent of the $29 billion 
in federal outlays has been provided through the increased Medicaid Federal 
Medical Assistance Percentage (FMAP) and the State Fiscal Stabilization 
Fund (SFSF) administered by the Department of Education. 

GAO’s work focused on nine federal programs that are estimated to account 
for approximately 87 percent of federal Recovery Act outlays in fiscal year 
2009 for programs administered by slates and localities. The following figure 
shows the distribution by program of anticipated federal Recovery Act 
spending in fiscal year 20<)9 for the nine programs thsemssed in this report. 


87% d esUmated fedoraf Recovery Act 
outlays to stales and localities in liscai year 
2009 will be in tha nine programs reviewed 
by GAO. 

1 % ^ 1 
1% * i \ n 11 

Lssfi than 1% 
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AU 16 states and the District have drawn down increased Medicaid FMAP 
grant awards of just over $15 billion for October 1, 2008, through June 29, 

20(^, which amounted to almost 86 percent of funds available. Medicaid 
enrollment increased for most of the selected states and the District, and 
several states noted that the increased FMAP funds were critical in their 
efforts to maintain coverage at ciurent levels. States and the District reported 
they are planning to use the increased federal funds to cover their increased 
Medicaid caseload and to maintain current benefits and eligibility levels. Due 
to the increased federal share of Medicaid funding, most state officials also 
said they would use freed-up stsde funds to help cope with fiscal stresses. 

Highvra.y_Mrastxucture_Investment 

As of June 25, the Department of Transportation (DOT) had obligated about 
$9.2 billion for almost 2,600 highway infrastnicture and other eligible projects 
in the 16 states and the District and had reimbursed about $96,-1 million. 

Across the nation, idmost half of the obligations have been for pavement 
improvement projects because they did not require extensive 
environmental clearances, w'^ere quick to design, obligate and bid on, could 
employ people quickly, and could be completed within 3 years. Officials from 
most .states cun.sidered piojc(:t readiness, inchuiing the 3', year conipletion 
, United States Goyernment Accountability Office 
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I Highlights of GAO-09-829 (continued) 


requirement, when making project selectlor^ and oxt^ 
later identified to what extent these projects fulfilled the 
economically distressed area requirement. We found 
substantial variation in how states identified 
economically distressed areas and how they prioritized 
project selection for these areas. 

State Fiscal Stabilization Fund 

As of June 30, 2009, of the 16 states and the District, only 
Texas had not submitted an SFSF application. 
Pennsylvania recently submitted an application but had 
not yet received funding. The remaining 14 states and 
the District have been awarded a total of about $17 
billion in initial funding from Education — of which about 
$4.3 billion has been drawn down. School districts said 
they w'ould use SFSF funds to maintain cuirent levete of 
education funding, particularly for retaining staff and 
cun ent education programs. Tliey also told us th^ SFSF 
funds would help offset state budget cuts. 

Overall, states reported using Recovery Act funds to 
stabilize state budgets and to cope with fiscal stresses. 
The funds helped them maintain staffing for existing 
programs and minimize or avoid tax increases as well as 
reductions in services. 

Accountability 

States have implemented various interna! control 
programs; however, federal Single Audit guidance and 
reporting does not fully address Recovery Act risk. The 
Single Audit reporting deadline is too late to provide 
audit results in time for the audited entity to take action 
on deficiencies noted in Recoveiy Act programs. 
Moreover, current guidance does not achieve the level of 
accountability needed to effectively respond to Recovery 
Act risks. Finally, state auditors need additional 
flexibility and funding to undertake the added Single 
Audit responsibilities under the Recovery Act. 

Impact 

Direct recipients of Recovery Act funds, including states 
and localities, are expected to report quarterly on a 
number of measures, including the use of funds and 
estimates of the number of jobs created and retained. 
The first of these reports is due in October 2009. 0MB — 
in consultation with a range of stakeholders — issued 
additional implementing guidance for recipient reporting 
on June 22, 2009, that clarifies some requirements and 
establishes a central reporting framework. 

In addition to employment-related reporting, 0MB 
requires reporting on the use of funds by recipients and 
nonfederal subrecipients receiving Recovery Act funds. 
The tracking of funds is consistent with the Federal 
Funding Accountability and Transparency Act (FFATA). 
Like the Recovery Act, FFATA requires a publicly 
available Web site — www, USAspending.gov — to report 
fmancial information about entities awarded federal 


fimds. Yet, significant questions have been raised ^out 
the reliability of the data on ww'w.USAspending.gov, 
primarily because what is reported by the prime 
recipients is dependent on the unknown data qualitj^- and 
reporting capabilities of subrecipients. 

6AO*s Recommendations 

Accountability and Transparency 

To leverage Single Audits as an effective oversight tool 

for Recoveiy Act programs, the Director of 0MB should 

• develop requirements for reporting on internal 
controls during 2009 before significant Recovery Act 
expenditures occur, as well as for ongoing reporting 
after the initial report; 

• provide more direct focus on Recovery Act programs 
through the Single Audit to help ensure that smaller 
programs with high risk have audit coverage in the 
area of internal controls and compliance; 

• evaluate options for providing relief related to audit 
requirements for low-risk programs to balance new 
audit responsibilities associated with the Recovery 
Act; and 

• develop mechanisms to help fund the additional 
Single Audit costs and efforts for auditing Recoveiy 
Act programs. 

Matter for Congressional Consideration: Congress 
should consider a mechanism to help fund the additional 
Single Audit costs and efforts for auditing Recovery Act 
programs. 


The Director of 0MB should work with federal agencies 
to provide recipients with examples of the application of 
OMB’s guidance on recipient reporting of jobs created 
and retained. In addition, the Direct, or of 0MB should 
work with agencies to clariiy what new or existing 
program performance measures are needed to assess the 
impact of Recovery Act funding. 

Communications and Guidance 
To strengthen the effort to track funds and their uses, 
the Director of 0MB should (1) ensure more direct 
communication with key state officials, (2) provide a 
long range time line on issuing federal guidance, (3) 
clarify what constitutes appropriate quality control and 
reconciliation by prime recipients, and (4) specify who 
should best provide formal certification and approval of 
the data reported, 

The Secretary of Transportation should develop clear 
guidance on identifying and giving priority to 
economically distressed areas that are in accordance 
with the requirements of the Recovery Act and the 
Public Works and Economic Development Act of 1965, 
as amended, and more consistent procedures for the 
Federal Highway Administration to use in reviewing and 
approving stjU;es’ criteria. 
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Mr. Chairman, Ranking Member Issa, and Members of the Committee: 

I am pleased to be here today to discuss our work examining the uses and 
planning by selected states and localities for funds made available by the 
American Recovery and Reinvestment Act of 2009 (Recovery Act). ' As 
federal funds provided by the Recovery Act flow into the U.S. economy, 
state fiscal conditions continue to be stressed. Actual declines in sales, 
personal income, and corporate income tax revenues influenced state 
actions to begin to fill an estimated $230 billion in budget gaps for fiscal 
years 2009 through 2011.^ The national unemployment rate also increased 
to 9.5 percent in June 2009, and high unemployment can place greater 
stress on state budgets as demand for services, such as Medicaid, 
increases. Some economists have pointed to signs of economic 
improvement, although associations representing stale officials have also 
reported that state fiscal conditions historically lag behind any national 
economic recovery. 

The Recovery Act specifies several roles for GAO, including conducting 
bimonthly reviews of selected states’ and localities’ use of funds made 
available under the act.^ The report that is being released today, the 
second in response to the act's mandate, addresses the following 
objectives: (1) selected states’ and localities’ uses of Recovery Act funds, 
(2) the approaches taken by the selected states and localities to ensure 
accountability for Recovery Act funds, and (3) states’ plans to evaluate the 
impact of the Recovery Act funds they received.^ The report, provides 
overall findings, makes recommendations, and discusses the status of 
actions in response to the recommendations we made in our April 2009 
report. Individual summaries for the 16 selected states and the District of 
Columbia (District) are accessible through GAO’s recovery page at 
www.gao.gov/recovery. In addition, all of the summaries have been 
compiled into an electronic supplement, GAO*09-830SP. 


‘Pub, L No. m-5, 123 Slat. 115 (February 17, 2009), 

‘^’he estimated budget gaps are reported by associations representing state officials. See 
The National Governors AssociaUon and the National Association of State Budget Officers, 
The Fiscal Survey of States (Washington, D.C., June 2009). 

Recovery Act, div. A, titie DC, §901. 

‘GAO, Recovery Act- As Initial Implementaiion Unfolds in Sta,te.s and Localities, 
Continued Attention to Ac-countability Issues fs Essential, (iAO-OO-nno (Washington, D C.: 
Apr. 23. 2009). 
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As reported in our April 2009 review, to address these objectives, we 
selected a core group of 16 states and the District that we will follow over 
the next few years/ Our bimonthly reviews examine how Recovery Act 
funds are beii^ used and whether they are achieving the stated purposes 
of the act These purposes include 

• to preserve and create jobs and promote economic recovery; 

• to assist those most impacted by the recession; 

• to provide investments needed to increase economic efficiency by 
spurring technological advances in science and health; 

• to invest in transportation, environmental protection, and other 
infrastructure that will provide long-term economic benefits; and 

• to stabilize state and local government budgets, in order to minimize 
and avoid reductions in essential services and counterproductive state 
and local tax increases. 

The states selected for our bimonthly reviews contain about 65 percent of 
the U.S. population and are estimated to receive collectively about two- 
thirds of the intergovernmental federal assistance funds available through 
the Recovery Act. We selected these states and the District on the basis of 
federal outlay projections, percentage of the U.S. population represented, 
unemployment rates and changes, and a mix of states’ poverty levels, 
geographic coverage, and representation of both urban and rural areas, in 
addition, we visited a nonprobability sample of more than 175 local 
entities within the 16 selected states and the District.'' 

GAO’s work for this report focused on nine federal programs primarily 
because they have begun disbursing funds to states or have known or 
potential risks.^ These risks can include existing programs receiving 
significant amounts of Recovery Act funds or new programs. We collected 


*The states wc are following as pan of our analysis are Arizona, Callfon\la, Colorado, 
Florida, Georgia, Illinois, Iowa, Massachusoi-ls, Michigan, Mississippi, New Jersey, New 
York, North Carolina, Ohio, Pennsylvania, and Texas. 

’This total includes two entities in the District of Columbia that received direct federal 
funding that was not passed through the District government, 

Tor this report, GAO reviewed states' and localities' uses of Recovery Act. funds for the (1) 
Medic^d Federal Medical Assistance Percentage (FMAP), (2) the State Fiscal Stabilization 
Fund (SFSIO. (3) the Federal-Aid Highway Surface Transportation Program, (4) Public 
Housing Capital Flind, (5) Title I, Part A of the Elementary and Secondary Education Act of 
1965 (ESEA); (6) Parts B and C of the Individuals with Disabilities Education Act (IDEA); 
(7) Weatherization Assistance Program; (8) Edward Bynie Memorial Justice Assistance 
Grant (JAG) Program; and (9) Workforce Investment Act (WIA) Youth Program. 
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documents from and conducted semistructured intemews with executive- 
level state and local officials and staff from state offices including 
govemore’ offices, *^covery czars ” state auditors, and controller. In 
addition, our work fociKed on federal, state, and local agencies 
administering the elected programs receiving Recovery Act funds. We 
analyzed guidance and interviewed officials from the federal Office of 
Management and Budget (OMB). We also analyzed other federal agency 
guidance on programs selected for this review and spoke with relevant 
program officials at the Centers for Medicare and Medicaid Services 
(CMS), the U.S. Departments of Education, Energy, Housing and Urban 
Development, Justice, Labor, and Transpoitation. Where attributed to 
state officials, we did not review state legal materials for this report., but 
relied on state officials and other state sources for description and 
interi>retalion of relevant state constitutions, statutes, legislative 
proposals, and other state legal materia. Tlie infonnation obtained from 
this re\dew cannot be generalized to ail states and localities receiving 
Recovery Act binding. A detailed description of our scope and 
methodology can be found in appenthx 1, of the report being released 
today. 

We conducted this performance audit from April 21, 2009, to July 2, 2009, 
in accordance with generally accepted govenunent auditing standards. 
Those standards require that we plan and perform the audit to obtain 
sufficient, appropriate evidence to provide a reasonable basis for our 
findings and conclusions based on our audit objectives, We believe that 
the evidence obtained provides a reasonable basis for our findings and 
conclusions based on our audit objectives. 


Background 


Our analysis of initial estimates of Recovery Act spending provided by the 
Congre.ssional Budget Office (CBO) suggested that about $49 billion would 
be outlayed to states and loc^ities by the federal government in fiscal year 
20(^, which runs through September 30. However, our analj^is of the 
latest infonnation available on actual federal outlays reported on 
www.recovery.gov* indicates that in the 4 months since enactment, the 


*The Web site www.recovefy.gov is mandated by the Recowo' Act to foster greater 
accountability and transparency in the use of the act’s funds- The W'eb site is reqjslred to 
include platis from federal agencies; information on federal awards of formula grants and 
avvar<te of ccanpetitive grants; and information on federal allocations for mandatory and 
otirer entiUement progranrs by state, county, or other ^propriaie geographical umt The 
Web site is maintained by tlve Recovery Accouniability and Transparency Board. 


Page $ 


GAO-09-831T 



37 


federal Treasury has paid out approximately $29 billion to states and 
Iocaiiti<«, which is al>out 60 percent of payments estimated for fiscal year 
2009. Although this p^tem may not continue for the remaining 3-1/2 
months, at present spending is slightly ahea<i of estimates. More than 90 
percent of the $29 billion in federal outlays has been provided through the 
increased Federal Medical Assistance Percentage (FMAP) grant awards 
and die State Fiscal Stabilization Fund administered by the Department of 
Education, Figure 1 shows the original estimate of federal outlays to states 
and localities under the Recovery Act compared with actual federal 
outlays as reported by federal agencies on www.reeovery.gov. According 
to the Office of Management and Budget (OMB), an estimated $ 149 billion 
in Recovery Act funding will be obligated to states and localities in fiscal 
year 2009. 


Figure 1: Prolected versus Actual Federal Outlays to States and Localities under 
the Recovery Act 


Collars (in billions} 
120 



Fiscal year 

Soufce: GAO sn^ysis d 030. Federa! Fuads mtofrwtion tos S(s»s, and g<w slaia. 


Our work for our July bimonthly report focused on nine federal programs, 
selected primarily because they have begun disbursing funds to states 
include programs with significant amounts of Recovery Act ftmds, 
programs receiving significant increases in funding, and new programs. 
Recovery Act funding of some of tliese programs is intended for further 
disbursement to localities. Together, these nine programs are estimated to 
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account for approximately 87 percent of federal Recovery Act outlays to 
state and localities in fiscal year 2009. Figure 2 shows the distribution by 
program of anticipated federal Recovery Act spending in fiscal year 2009 
to states and localities. 
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States and Localities 
Are Using Recovery 
Act Funds for 
Purposes of the Act 
and to Help Address 
Fiscal Stresses 


Increased FMAP Has 
Helped States Finance 
Their Growing Medicaid 
Programs, but Concerns 
Remain about Compliance 
with Recovery Act 
Provisions 


The Recovery Act provid«^ eligible states with an increased FMAP for 27 
montlis between October 1, 2008, and December 31, 2010. ^ On February 
25, 2009, CMS made increased FMAP grant awards to states, and states 
may retroactively claim reimbursement for expenditures that occurred 
prior to the effective date of the Recovery Act. 

For the third quarter of fiscal year 2009, ihe increases in FMAP for the 16 
states and the District of Columbia compared with the original fiscal year 
20(^ levels are estimated to range from 6.2 percentage points in Iowa to 
12,24 percentage points in Florida, with Uie FMAP increase averaging 
almost 10 percentage points. t^Tien compared with the first two quarters of 
fiscal year 2009, tlie FMAP in the third quarter of fiscal year 2009 is 
estimated to have increased in 12 of the 16 states and the District. 


^Recovery Act. div. B, title V, § 5001. Medicaid is a jomt federal-state program that finances 
Iwalth care for certain categories of low-income individuals, including children, fatnilies, 
persons with disabilities, and persons who are elderly. The federal government matches 
slate spending for Medicaid services according to a fomiula based on each state’s per 
capita income in relation to the national average per capita income. The rate at which 
states are reimbursed for Medicaid service expenditures is knowm as the FMAP. which may 
range from 50 percent Ui no more than 83 percent. Generally, for fiscal year 2009 through 
the firei quarter of fiscal year 2011, the increased FMAP, which is calculated on a quarterly 
basis, provides for ( I) the maintenance of states’ prior year FMAPs, (2) a general across- 
the-board increase of 6.2 percentage points in states' FMAPs, and (3) a further increase to 
the FMAPs ftn- those slates tliat have a qualifying increase in unemplQjTnent rates. The 
increased FMAP available under the Recovery Act is for state expendit ures for Medicaid 
services. However, the receipt of this increased FMAP may reduce the funds that shik's 
would otherwise have to use for theU' Medicaid programs, and states have reported using 
these available funds for a s'ariety of purposes. 
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From October 2007 to May 2009, overall Medicaid enrollment in the 16 
states and tbe District increased by 7 percent."' In addition, each of the 
states and the District experienced an enrollment increase during this 
period, with the highest number of programs experiencing an increase of 5 
percent to 10 percent However, the percentage increase in enrollment 
varied widely ranging from just under 3 percent in California to nearly 20 
percent in Colorado. 

With regard to the states’ receipt of the increased FMAP, all 16 states and 
the District had drawn down increased FMAP grant awards totaling just 
over $15.0 billion for the period of October 1, 2008 through June 29, 2009, 
which amounted to 86 percent of funds available.” In addition, except for 
the initial weeks that increased FMAP funds were available, the weekly 
rate at which the sample states and the District have drawn down these 
funds has remained relatively constant. 

States reported that they are using or are planning to use the funds that 
have become freed up as a result of increased FMAP for a variety of 
purposes. Most commonly, states reported that they are using or planning 
to use freed-up funds to cover their increased Medicaid caseload, to 
maintain current benefits and eligibility levels, and to help finance their 
respective state budgets. Several states noted that given the poor 
economic climate in their respective states, these funds were critical in 
their efforts to maintain Medicaid coverage at current levels. 

Medicaid officials from many states and the District raised concerns about 
their ability to meet the Recovery Act requirements and, thus, maintain 


"iThe percentage increase is based on actu^ stale enrollment data for October 2007 to 
April 2009 ami projected enrollment data for May 2009, with the exception of New York, 
which provided projected enrollment data for March, April and May 2009. Three states— 
Florida, Georgia, and Mississippi — did not provide projected erirollment data for May 2009. 
We estimated enrollment for these states for May 2009 to determine the total change in 
enroUment for October 2<K)7 to May 2009. 

' ‘Colorado was the only slate in G AO's sample of statf!s that had not drawn down increased 
FTVIAP funds as of GAO’s first report in April 2009. However, the state completed its first 
draw down of funds on April 30, 2009. 
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eligibility for the increased FMAP.*^ While officials from several states 
spoke positively about CMS’s guidance related to FMAP requirements, at 
least nine states and the District reported tliey wanted CMS to provide 
additional guidance regarding (1) how they report daily compliance with 
prompt pay requirements, (2) how they report monthly on increased 
FMAP spending, and (3) whether certain programmatic changes would 
affect their eligibility for funds. For example, Medicaid officials from 
several states told us they were hesitant to implement minor 
programmatic changes, such as changes to prior authorization 
requirements, pregnancy verifications, or ongoing rate changes, out of 
concern that doing so would jeopardize their eligibility for increased 
FMAP. In addition, at least three states raised concerns that glitches 
related to new or updated information systems used to generate provider 
payments could affect their eligibility for these funds. Specifically, 
Massachusetts Medicaid officials said they are implementing a new 
provider payment system that will generate payments to some providers 
on a monthly versus daily basis and would like guidance from CMS on the 
availability of waivers for the prompt payment requirement. A CMS official 
told us that the agency is in the process of finalizing its guidance to states 
on reporting compliance with the prompt payment requirement of the 
Recovery Act, but did not know when this guidance would be publicly 
available. However, the official noted that, in the near term, the agency 
intends to issue a new Fact Sheet, which will include questions and 
answers on a variety of issues related to the increased FMAP. 

Due to the variability of state operations, funding processes, and political 
structures, CMS has worked with states on a case-by-case basis to discuss 
and resolve issues that arise. Specifically, communications between CMS 
and several states indicate efforts to clarify issues related to the 
contributions to the state share of Medicaid spending by political 
subdivisions or to rainy-day funds. 


‘^For slates to qualify for Uie increased FMAP available under the Recovery Act, they must 
meet a number of requirements, including the following: States generally may not apply 
eligibility standards, methodologies, or procedures that arc more restrictive than those in 
effect under their state Medicaid prc^ams on July 1 , 2008. Slates must comply with 
prompt payment requirements. States cannot deposit or credit amounts attributable (either 
directly or indirecUy) to certain elements of the increased FMAP into any reserve or rainy- 
day fund of the state. State.s with political subdivisions — such as cities and counties — that 
contribute to the nonfetteral share of Medicaid spending cannot require the subdivisions to 
pay a greater percent^e of the nonfederal .share than would have been reqijired on 
September 30, 2008. 
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States Are Using Highway 
Infrastructure Funds 
Mainly for Pavement 
Improvements and Are 
Generally Complying with 
Recovery Act 
Requirements 


The Recovery Act provides funding to the states for restoration, repmr, 
and construction of hi^ways and other eligible surface transportation 
projects, "nie act requires diat 30 percent of these funds be subailocated 
for projects in metropolitan and other areas of the state In March 2009, 
$26,7 billion was ^poilioned to all 50 states and the District of Columbia 
(District) for highway infrastructure and other eligible projects. As of June 
25, 2009, $15.9 billion of the funds had been obligated'^ for over 5,000 
projects nationwide, and $9.2 billion had been obligated for nearly 2,600 
projects in the 16 states and the District that are the focus of GAO’s 
review. 


Almost hsdf of Recovery Act highway obligations nationwide have been for 
pavement improvements. Specifically, $7.8 billion of the $ 15,9 billion 
obligated nationwide as of June 25, 2009 is being used for projects such as 
reconstructing or rehabilitating deteriorated roads, including $3.6 billion 
for road resurfacing projects. Many state officials told us they selected a 
large percentage of resurfacing and other pavement improvement projecte 
because they did not require extensive environmental clearances, were 
quick to design, could be quickly obligated and bid, could employ people 
quickly, and could be completed within 3 years. In addition, $2.7 billion, or 
^out 17 percent of Recovery Act funds nationally, has been obligated for 
pavement-widening projects and around 10 percent has been obligated for 
the replacement, improvement or rehabilitation of bridges. 

As of June 25, 2009, $233 million had been reimbursed nationwide by the 
Federal Highway Administration (FHWA) and $96.4 million had been 
reimbursed in the 16 states and the District. States are just beginning to get 
projects awarded so that contractors can begin work, and U,S. Department 


‘Tlighway funds are E^jportioned to the slates through federaJ-aid highway program 
mechanisms, and states must follow the requirements of the existing program, which 
Include ensuring the project meets all environmental requirements associated with Uie 
National Environmental Policy .^ct (NEPA), paying a prevailing wage in accordance with 
federal Davis-Bacon requirements, complying with goals to ensure disadvantaged 
businesses are not discriminated against in the awaking of construction contracts, and 
using American-made iron and steel hi accordance with Buy America program 
requirements. However, the maximum federal fund share of highway infrastructure 
investment projects under the Recovery Act is 100 percent, while the federal share under 
the existing federai-aid highway program Is generally 80 percent. 

‘The U.S. Department of Transportation has interpreted the term obligation of funds to 
mean the federal government’s contractual commitment to pay for the federal share of the 
project. This commitment occure at the lime tlie federal government signs a project 
c'^reeroent- 
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of Transportation (DOT) officials told us that although funding has been 
obligated for more than 5,000 projects, it may be months before states can 
request reimbiusement. Once contractors mobilize and begin work, states 
make payments to these contractors for completed work, and may request 
reimbursement from FHWA. FliWA told us that once funds are obligated 
for a project, it may take 2 or more months for a state to bid and award the 
work to a contractor and have work begin. 

According to state officials, because an increasing number of contractors 
are looking for work, bids for Recovery Act contracts have come in under 
estimates. State officials told us that bids for the first Recovery Act 
contracts were ranging from around 5 percent to 30 percent below the 
estimated cost. Several state officials told us they expect this trend to 
continue until the economy substantially improves and contractors begin 
taking on enough other work. 

Funds appropriated for highway infrastructure spending must be used as 
required by the Recovery Act. States are required to do the following: 

• Ensure that 50 percent of apportioned Recovery Act funds are 
obligated within 120 days of apportionment (before June 30, 2009) and 
that the remaining apportioned funds are obligated within 1 year. The 
50 percent rule ^plies only to funds apportioned to the state and not 
to the 30 percent of funds required by the Recovery Act to be 
suballocatcd, primarily based on population, for metropolitan, 
regional, and local use. The Secretary of Transportation is to withdraw 
and redistribute to other states any amount that is not obligated within 
these time frames. 

• Give priority to projects that can be completed within 3 years and to 
projects located in economically distressed areas. These areas are 
defined by the Public Works and Economic Development Act of 1965, 
as amended.’* According to this act, to qualify as an economically 
distressed area, an area must meet one or more of tlirce criteria related 


”1?ecovery Act, div. A. title Xn. 123 Slat 115, 206. 
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to income and unemployment based on the most recerU federal or 
state data ” 

• Certify that the state will maintain the level of spending for the types of 
transportation projects funded by the Recovery Act that it planned to 
spend the day the Recovery Act was enacted. As part of this 
certific^on, the governor of each state is required to identify the 
amount of funds the state plans to expend from state sources from 
Februaiy 17, 2009, through September 30, 2010. 


All states have met. the first Recovery Act requirement that 50 percent of 
their i^portioned funds are obligated within 120 days. Of the $18.7 billion 
nationally that is subject to this provision, 69 percent was obligated as of 
June 25 2009. The percentage of funds obligated nationwide and in eacli of 
the states included in our review is shown in figure 3. 


'’According to tliese criteria, to (jualify as an economically distressed area, the area must 
(1) have a per capita income of ^ percent or less of the national average; (2) have an 
unemployment rate that is, for the most recent 24-njonth period for which data are 
available, at least 1 percent greater than the national average unemployment rate; or (3) bo 
an area the Secretary of Commerce determines has experienced or is about to experience a 
special need mising from actual or threatened severe unemployment or economic 
acljustmont problems resulting from severe short-term or long-tenn changes in economic 
conditions (42 U-S.C. § 3161(a)), Eligibility must be supported using the most recent federal 
data available or. in the absence of recent federal data, by the most recent data available 
through the government of the state in which the area is local, ed. Federal data that may be 
used include data reported by the Bureau of Economic Analysis, the Bureau of Labor 
Statistics, the Census Bureau, the Bureau of Indian Affairs, or any other federal source 
determined by Uie Secretary of Commerce to be appropriate (42 U.S.C. § 3161((c)). 

"‘Recovery Act, div. A, Utle XII, § 1201. 
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Figure 3: Percentage of Recovery Act Highway Funds Obligated as of June 25, 2009 

Percentage 

100 



State 


Source: GAO waivs's oi feaerai Highway AtthinsifSiion dau 

Tliis figure does not include obligations that are not sublect to the 120-day redistribution requirement 
(irwiuding funds suballocated to localities) and obligations associated with apportioned funds that 
were transferred from FHWA to the Federal Transit Administration {FT A) for transit projects. 
Generally. FHWA has authority pursuant to 23 U.S.C. § 104(k)(1) to transfer funds made available tor 
transit projects to FTA. 


The second Recovery Act requirement is to give priority to projects that 
can be completed within 3 years and to projects located in economically 
distressed areas. Officials from most states reported they expect all or 
ntost projects funded with Recovery Act funds to be completed within 3 
years. We found that due to the need to select projects and obligate funds 
quickly, many states first selected projects based on other factors and only 
later identified to what extent these projects fulfilled the requirement to 
give priority to projects in economically distressed areas. According to the 
American Association of State Highway and Transportation Officials, in 
December 2008, states had already identified more than 5,000 “ready-to- 
go” projects as possible selections for federal stimulus funding, 2 months 
prior to enactment of the Recovery Act. Officials from several states also 
told us they had selected projects prior to the enactment of the Recovery 
Act and that they only gave consideration to economically distressed areas 
after they received guidance from DOT. 


Page 12 


GAO-09-83IT 



46 


States also based project selection on other priorities. State officials we 
met with said they considered factors based on their own state priorities, 
such as geographic distribution and a project’s potential for job creation or 
other economic benefits. The use of state planning criteria or funding 
formulas to distribute federal and state highway funds was one factor that 
we found affected states’ implementation of tlie Recovery Act’s 
prioritization requirements. According to officials in North Carolina, for 
instance, the state used its statutory Equity Allocation Formula to 
determine how highway infrastructure investment funds would be 
distributed. Similarly, in Texas, state officials said they first selected 
highway preservation projects by allocating a specific amount of funding 
to each of the state’s 25 districts, where projects were identified that 
addressed fiie most pressing needs. Officials then gave priority for funding 
to those projects that were in economically distressed areas. 

We also found some instances of states developing their own eligibility 
requirements using data or criteria not specified in the Public Works and 
Economic Development Act, as amended. According to the act, the 
Secretary of Commerce, not individual states, has the authority to 
determine the eligibility of an area that does not meet the first two criteria 
of the act. In each of these cases. FHWA approved the use of the states' 
alternative criteria, but It is not clear on what authority FHWA approved 
these criteria. For example: 

• Arizona based the identification of economically distressed areas on 
home foreclosure rates and disadvantaged business enterprises — data 
not specified in the Public Works Act. Arizona officials said they used 
alternative criteria because the initial determination of economic 
distress based on the act’s criteria excluded three of Arizona’s largest 
and most populous counties, which also contain substantial areas that, 
according to state officials, are clearly economically distressed and 
include all or substantial portions of major Indian reservations and 
many towns and cities hit especially hard by the economic downturn. 

• Illinois based its classification on increases in tire number of 
unemployed persons and the unemployment rate,'” whereas the act 
bases this determination on how a county’s unemployment rate 


‘'The slate based its classification on (1) whether the 2008 year-end unemployment rate 
was at or above the statewide averse, (2) whether the change in the unemployment rate 
betw'cen 2007 and 2(K)8 was at or above the statewide average, or (3) whether liie number 
ol’ unemployed persons for 2008 had grown by 500 or more. 
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compares with the national average unemployment rate. According to 
FliWA, Illinois opted to explore other means of measuring recent 
economic distress because the initial determination of economic 
distress based on the act’s criteria did not appear to accurately reflect 
the recent economic downturn in the state. Illinois’s use of alternative 
criteria resulted in 21 counties being identified as economically 
distressed that would not have been so classified following the act’s 
criteria.® 


In commenting on a draft of our report, DOT agreed that states must give 
priority to projects located in economically distressed areas, but said that 
states must balance all the Recovery Act project selection criteria when 
selecting projects including giving preference to activities that can be 
started and completed expeditiously, using funds in a manner that 
maximizes job creation and economic benefit, and other factors. While we 
agree with DOT that there is no absolute primacy of economically 
distressed area projects in the sense that they must always be started first, 
the specific directives in the act that apply to highway infrastructure are 
that priority is to be given to projects that can be completed in 3 years, and 
are located in economically distressed areas. DOT also stated that the 
basic approach used by selected states to apply alternative criteria is 
consistent with the Public Works and Economic Development Act and its 
implementing regulations on economically distressed areas because it 
makes use of flexibilities provided by the Act to more accurately reflect 
changing economic conditions. However the result of DOT’S interpretation 
would be to allow states to prioritize projects based on criteria that are not 
mentioned in the highway infrastructure investment portion of the 
Recovery or the Public Works Acts without the involvement of the 
Secretary or Department of Commerce. We plan to continue to monitor 
states’ implementation of the economically distressed area requirements 
and interagency coordination at the federal level in future reports. 

Finally, the states are required to certify that they will maintain the level of 
state effort for programs covered by the Recovery Act. With one 
exception, the states have completed these certifications, but they face 
challenges. Maintaining a state’s level of effort can be particularly 


Illinois’s criteria resulted in 21 counties being classified as economically distressed areas 
that were not so classified by FHWA and 8 counties not being classified as economically 
distressed areas that were so classified by FHWA, for a net difference of 13 counties. The 
map tool tbat FHWA developed t<» help states identify which projects are located in is 
based on the criteria in the Public Works Act. 
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injportarit in the highway program. We have found that the preponderance 
of evidence suggests that increasing federal highway funds influences 
states and localities to substitute federal funds for funds they otherwise 
would have spent on highways.** As we previously reported, substitution 
makes it difficult to target an economic stimulus package so that it results 
in a dollar-for-dollar increase in infrastructure investment.** 

Most states revised the initial certifications they submitted to DOT. As we 
report.ed in April, many states submitted explanatory certifications — such 
as stating that the certification was based on the “best information 
available at the time” — or conditional certifications, meaning that the 
certification was subject to conditions or assumptions, future legislative 
action, future revenues, or other conditions. On April 22, 2009, the 
Secretary of Transportation sent a letter to each of the nation's governors 
and provided additional guidance, including that conditional and 
explanatory certifications were not permitted, and gave states the option 
of amending their certifications by May 22. Each of the 16 stales and 
District selected for our review resubmitted their certifications. According 
to DOT officials, the department has concluded that the form of each 
certification is consistent with the additional guidance, with the exception 
of Texas. Texas submitted an amended certification on May 27, 2009, 
which contained qualifying language explaining that the Governor could 
not certify any expenditure of funds until the legislature passed an 
appropriation act. According to DOT officials, as of June 25, 2009, the 
status of Texas’ revised certification remains unresolved. Texas officials 
told us the state plans to submit a revised certification letter, removing the 
qualifying language. For the remaining states, while DOT has concluded 
that the form of the revised certifications is consistent with the additional 


** In 2004, we estimated that dxiring the 1983 tiirough 2000 period, states used roughly half 
of the increases in federal highway funds to substitute for funding they would otherwise 
have spenl. from their own resources and that the rate of substitution increased during tiie 
1990s. The federal-aid highway program creates the opportunity for substitution because 
states typically spend substantially more than the amount required to nteet federal 
matdiing requirements. As a consequence, when federal funding increases, states are able 
to reduce Iheir own highway spending and still obtain increased federal funds. The federal 
share under the existing federal-aid highway program is generally 80 percent and the 
matching requirement for states is usually 20 percent. In 2004, we reported that in 2002, 
states and localitias contributed 54 percent of the nation’s capital investment in highways, 
while the federal government contributed 46 percent fin 2001 dollars). GAO, Fedemi-Aid 
Highways: Trends, Effect on State Spending, and Optioiis for Future Program Desig^i, 
(;a()- 04-802 (Washin^n, D.C.: Aug. 31. 2004), 

**GAO, Physical- Infrastructure: Challenges and Investment Options for the Nation’s 
Infrastructure, GAO-08-763T (Washington, D.C.: May 8, 2008). 
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guidance, it is currently evaluating whether the states’ method of 
calculating the amounts they plai\ned to expend for the covered programs 
is in compliance with DOT guidance. 

States face drastic fiscal challenges, and most states are estimating that 
their fiscal year 20(^ and 2010 revenue collections will be weU below 
estimates. In the face of these challenges, some states told us that meeting 
the maintenance-of-effort requirements over time poses significant 
challenges. For example, federal and state transportation officials in 
Illinois told us that to meet its maintenance-of-effort requirements in the 
face of lower-than-e3q>ected fuel tax receipts, the state would have to use 
general fund or other revenues to cover any shortfall in the level of effort 
stated in its certification. Mississippi transportation officials are 
concerned about the possibility of statewide, across-the-board spending 
cuts in 2010. According to the Mississippi transportation department’s 
budget director, the agency will try to absorb any budget reductions in 
2010 by reducing administrative expenses to maintain the state’s level of 
effort. 
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Most States We Visited 
Have Received State Fiscal 
Stabilization Funds and 
Have Planned to Allocate 
Most Education 
Stabilization Funds to 
LEAs 


The Recovery Act created a State Fiscal Stabilization Fund (SFSIO in part 
to help state and local governments stabilize their budgets by minimizing 
budgetary cuts in education and other essential government services, such 
as public safety.^ Be^ning in March 2009, the Department of Education 
issued a series of fact sheets, letters, and other gxiidance to states on the 
SFSF. Specifically, a March fact sheet, the Secretary’s April letter to 
Governors, and program guidance issued in April and May mention that 
the purposes of the SFSF include helping stabilize state and local budgets, 
avoiding reductions in education and other essential services, and 
ensuring LEAs and public IHEls have resources to “avert cuts and retain 
teachers and professors." The documents also link educational progress to 
economic recovery and growth and identity four principles to guide the 
distribution and use of Recovery Act funds: (1) spend funds quickly to 
retain and create jobs; (2) improve student achievement througli school 
improvement and reform; (3) ensure transparency, public reporting, and 
accountability; and (4) invest one-time Recovery Act funds thoughtfully to 
avoid unsustainable continuing commitments after the funding expires, 
known as the “funding cliff." 


■’Slabiliaaiion funds for education distiibuted under the Recovery Act must be used to 
alleviate shortfalls in state support for education to school districts and public institutions 
of higher education (IHEs), The U.S. Department of Education (Education), the federal 
agency ch^ged with administration and oversight of the SFSF, distributes the funds on a 
fonmila basis, with 81.8 percent of each state’s allocation designated for the education 
staI>ili^ation fund for local educational ^encies (LEA) and public IHEs. The remaining 18.2 
percent of each state’s allocation is designated for the government services fund for public 
safety and other government ser-ices, which may include education. Consistent with the 
purposses of the Recoveiy which include, in addition to stabilizing state and local 
btidgets, promoting economic recovery and preserving ai\d creating jobs — the SFSF can be 
used by states to restore cute to stale education spending. In return for SFSF funding, a 
state miist make several assurances, including that it will maintain state support for 
education at least at fiscal year 2006 levels. In order to receive SFSF funds, each state must 
also assure it will implement strategies lo advance education reform in four specific ways 
as described by Education; 1) Increase teacher effectiveness ai^d address inequities in the 
distribution of highly qualified teachers; 2)Elslablish a pre-K-through-collego data system to 
track student progress and foster improvement; 3) Make progress toward rigorous coilege- 
and career-ready standards and high-quality assessments that are valid and reliable for all 
students, including sUidenis with limited English proficiency and students with disabilities; 
and 4) Provide targeted, intensive support and effective interventions to turn around 
schools identified for corrective action or restnicturing. Schools identified for corrective 
action have missed academic targets for 4 consecutive years and schools implementing 
restnicturing have missed academic targets for 6 consecutive years. Along with these 
education reform assurances, additional state assurances must address federal 
requirements concerning accountability, transparency, reporting, and compliance witli 
certain federal laws and regulations. 
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After meeting assurances to maintain state support for education at least 
at fiscal year 2006 levels, states are required to use the education 
stabilization fund to restore state support to the greater of fiscal year 2008 
or 2009 levels for elementary and secondary education, public IHEs, and, if 
applicable, early chfldhood education programs. States must distribute 
these funds to school districts using the primary state education formula 
but maintain discretion in how funds are allocated to public IHEs. If, after 
restoring state support for education, additional funds remain, the state 
must allocate those funds to school districts according to the Elementary 
and Secondary Education Act of 1965 (ESEA), Title I, Part A funding 
formula. On the other hand, if a state’s education stabilization fund 
allocation is insufficient to restore state support for education, then a state 
must allocate funds in proportion to the relative shortfall in state support 
to public school districts and public IHEs. Education stabilization funds 
must be allocated to school districts and public IHEs and cannot be 
retained at the state level 

Once education stabilization funds are awarded to school districts and 
public IHEs, they have considerable flexibility over how they use those 
funds. School districts are allowed to use education stabilization funds for 
any allowable purpose under ESEA, the Individuals with Disabilities 
Education Act (IDEA), the Adult Education and Family Literacy Act, or the 
Carl D. Perkins Career and Technical Education Act of 2006 (Perkins Act), 
subject to some prohibitions on using funds for, among other things, 
sports facilities and vehicles. In particular, Education’s guidance states 
that because allowable uses under the Impact Aid provisions of ESEA are 
broad, school districts have discretion to use education stabilization funds 
for a broad range of things, such as salaries of teachers, administrators, 
and support staff, and purchases of textbooks, computers, and other 
equipment. The Recovery Act allows public IHEs to use education 
stsUjiiization funds in such a way as to mitigate the need to raise tuition 
and fees, as well as for the modernization, renovation, and repair of 
facilities, subject to certain limitations. However, the Recovery Act 
prohibits public IHEs from using education stabilization funds for such 
things as increasing endowments; modernizing, renovating, or repairing 
sports facilities; or maintaining equipment Education’s SFSF guidance 
expressly prohibits states from placing restrictions on LEAs’ use of 
education stabilization funds, beyond those in the law, but allows states 
some discretion in placing limits on how IHEs may use these fimds. 

The SFSF provides states and school districts with additional flexibility, 
subject to certain conditions, to help them address fiscal challenges. For 
example, the Secretary of Education is granted authority to permit waivers 
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of State maintenance-of-effort (MOE) requirements if a state certified that 
state education spending will not decrease as a percentage of total state 
revenues. Education issued guidance on the MOE requirement, including 
the waiver provision, on May 1, 2009. Also, the Secretary may permit a 
state or school district to treat education stabilization funds as nonfederal 
funds for the purpose of meeting MOE requirements for any program 
administered by Education, subject to certain conditions. Education, as of 
June 29, 2009, has not provided specific guidance on the process for states 
and school districts to apply for the Secretary’s approval. 

States have broad discretion over how the $8.8 billion in the SFSF 
government services fund are used. The Recovery Act prcmdes that these 
funds must be used for public safety and other government services and 
that these services may include assistance for education, as well as 
modernization, renovation, and repairs of public schools or IHEs. 

On April 1, 2009, Education made at least 67 percent of each state’s SFSF 
funds^^ available, subject to the receipt of an application containing state 
assurances, information on state levels of support for education and 
estimates of restoration amounts, and baseline data demonstrating state 
status on each of the four education reform assurances. If a state could not 
certify that it would meet the MOE requirement, Education required it to 
certify that it will meet requirements for receiving a waiver — that is, that 
education spending would not decrease relative to total state revenues. In 
detennimng state level of support for elementary and secondary 
education, Education required states to use their primary formula for 
distributing funds to school districts but also allowed states some 
flexibility in broadening this definition. For IHEs, states have some 
discretion in how they establish the state level of support, with the 
provision that they cannot include support for capital projects, research 
and development, or amounts paid in tuition and fees by students. In order 
to meet statutory requirements for states to establish their current status 
regarding each of the four required programmatic assurances, Education 
provided each state with the option of using baseline data Education had 
identified or providing another source of baseline data. Some of the data 
provided by Education was derived from self-reported data submitted 
annually by the states to Education as part, of their Consolidated State 


^^This was phase 1 funding. A state will receive the remaining allotment of its SFSF 
allocation in phase il after Education approves Uie state’s comprehensive plan for making 
progress with respect to the four education reform assurances. Education anticipates that 
phase n funds will be awarded by September 30, 2009. 
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Performance Reports (CSPR), but Education also relied on data from third 
parties, including the Data Quality Campaign (DQC), the National Center 
for Education^ Achievement (NCEA), and Achieve,"" 

Education has reviewed applications as they arrive for completeness and 
has awarded states their funds once it determined all assurances and 
required information had been submitted. Education set the application 
deadline for July 1, 2009. On June 24, 2009, Education issued guidance to 
states informing them they must amend their applic-ations if there are 
changes to the reported levels of state support that were used to 
determine maintenance of effort or to calculate restoration amounts. 

As of June 30, 2009, of the 16 states and the District of Columbia covered 
by our review, only Texas had not submitted an SFSF application. 
Pennsylvania recently submitted an application but had not yet received 
funding. The remaining 14 states and the District of Columbia had 
submitted applications and Education had made available to them a total 
of about $17 billion in initial funding. As of June 26, 2009, only 5 of these 
states had drawn down SFSF Recoveiy Act funds. In total, about 25 
percent of available funds had been drawn down by these states. 

Three of the selected states — Florida, Massachusetts, and New Jersey — 
said they would not meet the maintenance-of-effort requirements but 
would meet the eligibility requirements for a waiver and that; they would 
apply for a waiver. Most of the states’ applications show that they plan to 
provide the m^ority of education stabilization funds to LEAs, with the 
remainder of funds going to IHEs. Several states and the District of 
Columbia estimated in their application that they would have funds 
remaining beyond those that would be used to restore education spending 
in fiscal years 2009 and 2010. These funds can be used to restore education 
spending in fiscal year 2011, with any amount left over to be distributed to 
LEAs. 


^’DQC is a national collaboraj.ive effort involving more than 50 organizations working to 
encourage and support slate policymakers to improve the availability and use of high- 
quality education data to improve student achievement. NCEA, a nonprofit organization 
owned by ACT Inc. — a company that develops and markets assessments — focuses on 
raising student achievement based on higher college and career readiness standards. 
Achieve, created in 1^6 by the nation’s governors and corporate leaders, is an 
independent, bipartisan, nonprofit educ^Oion reform organization focused on raising 
academic stand^ds and graduation n!quirements, improving as.sessmenLs, and 
strengthening accountability. 
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States have flexibility in how they allocate education stabilization funds 
among IHEs but, once tticy establish their state funding formula, not in 
how they allocate the funds among LEAs. Rorida and Mississippi allocated 
funds among their IIlEs, including universities and community colleges, 
using formulas based on factors such as enrollment levels. Other states 
allocated SFBF ftmds taking into consideration the budget conditions of 
the IHEs. 

Regarding LEAs, most states planned to allocate funds based on states’ 
primary funding formulae. Many states are using a state formula based on 
student enrollment weighted by characteristics of students and LEAs. For 
example, Colorado’s formula accounts for the number of students at risk 
while the formula used by ttie District allocates funds to LEAs using 
weights for each student based on the relative cost of educating students 
with specific characteristics. For example, an official from Washington, 
D.C. Public Schools said a student who is an English language learner may 
cost more to educate than a similar student who is fluent in English. 

States may use the government services portion of SFSF for education but 
have discretion to use the funds for a variety of purposes. Officials from 
Florida, Illinois, New Jersey, and New York reported that their states plan 
to use some or most of their government services funds for educational 
purposes. Other states are applying the funds to public safety, For 
example, according to state officials, California is using the government 
services fund for it corrections system, and Georgia will use the funds for 
salaries of state troopers and staff of forensic laboratories and state 
prisons. 

Officials in many school districts told us that SFSF funds would help offset 
state budget cuts and would be used to maintain current levels of 
education funding. However, many school district officials also reported 
that using SFSF funds for education reforms was challenging given the 
other more pressing fiscal needs. 

Although their plans are generally not finalized, officials in many school 
districts we visited reported that their distrit^ts are preparing to use SFSF 
funds to prevent teacher layoffs, hire new teachers, and pro\ade 
professional development programs. Most school districts will use the 
funding to help retain jobs that would have been cut without SFSF 
funding. For example, Miami Dade officials estimate that the stabilization 
funds will help them save nearly two thousand teaching positions. State 
and school district officials in eight states we visited (California, Colorado, 
Florida, Georgia, Massachusetts, Michigan, New York, and North Carolina) 
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also reported ttiat SFSF funding will allow their state to retain positions, 
including teaching positions that would have been eliminated without the 
funding. In the Richmond County School System in Georgia, officials 
noted they plan to retain positions that support its schools, such as 
teachers, parjqprofessionals, nurses, media specialists and guidance 
counselors. Local officials in Mississippi reported that budget-related 
hiring freezes had hindered their ability to hire new staff, but because of 
SFSF funding, they now plan to hire. In addition, local officials in a few 
states told us they plan to use the funding to support teachers. For 
example, officials in Waterloo Community and Ottumwa Community 
School Districts in Iowa as well as officials from Miami-Dade County in 
Florida cited professional development as a potential use of funding to 
support teachers. 

Although school districts are preventing layoffs and continuing to provide 
educational services with the SFSF funding, most did not indicate they 
would use these funds to pursue educational reform. School district 
officials cited a number of barriers, which include budget shortfalls, lack 
of guidance from states, and insufficient planning time. In addition to 
retaining and creating jobs, school districts have considerable flexibility to 
use these resources over the next 2 years to advance reforms that could 
have long-term impact. However, a few school district officials reported 
that addressing reform efforts was not in their capacity when faced with 
teacher layoffs and deep budget cuts. In Flint, Michigan, officials reported 
that SB'SF funds will be used to cope with budget deficits rather than to 
advance programs, such as early childhood education or repairing public 
school facilities. According to the Superintendent of Flint Community 
Schools, the infrastructure in Flint is deteriorating, and no new school 
buildings have been built in over 30 years. Flint officials said they would 
like to use SFSF funds for renovating buildings and other programs, but 
the SFSF funds are needed to maintain current education programs. 

Officials in many school districts we visited reported having inadequate 
guidance from their state on using SFSF funding, making refonn efforts 
more difficult to pursue. School district officials in most states we visited 
reported they lacked adequate guidance from their state to plan and report, 
on the use of SFSF funding. Without adequate guidance and time for 
planning, school district officials told us that preparing for the funds was 
difficult. At the time of our visits, several school districts were unaware of 
theii- funding amounts, which, officials in two school districts said, created 
additional challenges in planning for the 2009-2010 school year. One 
charter school we visited in North Carolina reported that layoffs will be 
required unless tfreir state notifies them soon how much SFSF funding 
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they will receive. State officials in North Carolina, as well as in several 
other states, told us they are waiting for the state legislature to pass the 
state budget before finalizing SF^F funding amounts for school districts. 

IHEs Plan to Use SFSF Funds 
for Faculty Salaries and Other 
Purposes and Expect the Funds 
to Save Jobs and Mitigate 
Tuition Increases 


Several IHEs we visited are considering other uses for SFSF funds. 
Officials at the Borough of Manhattan Community College in New York 
City want to use some of their SFSF funds to buy energy saving light bulbs 
and to make improvements in the college's very limited space such as, by 
creating tutoring areas and study lounges. Northwest Mississippi 
Community College wants to use some of the funds to increase e-leaming 
capacity to serve the institution’s rapidly increasing number of students. 
Several other IHEs plan to use some of the SFSF funds for student 
financial aid. 

Because many IHPls expect to use SFSF funds to pay salaries of current 
employees that they likely would not have been able to pay without the 
SFSF funds, IHEs officials said that SFSF' funds will save jobs. Officials at 
several IHEs noted that this will have a positive impact on the educational 
environment such as, by preventing increases in class size and enabling 
l.he institutions to offer the (dasses that students need to graduate. In 
addition to preserving existing jobs, some IHEs anticipate creating jobs 
with SFSF funds. Besides saving and creating jobs at IHEs, officials noted 
that SFSF monies will have an indirect impact on jobs in the (community. 
IHE officials also noted that SFSF funds will indirectly improve 
employment because some faculty being paid with the funds will help 
unemployed workers develop new skills, including skills in fields, such as 
health care, that have a high demand for trained workers. State and IHE 
officials also believe that SFSF funds are reducing the size of tuition and 
fee increases. 


Although many IHEs had not finalized plans for using SFSF funds, the 
most common expected use for the funds at the IHEs we \isited was to 
pay salaries of IHE faculty and staff.“ Officials at most of the IHEs we 
visited told us that, due to budget cuts, their institutions would have faced 
difficult reductions in faculty and staff if they were not receiving SFSF 
funds. Other IHEs expected to use SF'SF funds in the future to pay salaries 
of certain employees during the year. 


^“During our review, we met with IHEs and state officials responsible for IHE oversight in 8 
states — California, Florida, Georgia, Illinois, Mississippi, New York, North Carolina, and 
Ohio. 
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Other Selected Programs Our report provides additional details on the use of Recovery Act funds for 
these three programs in the 16 selected states and the District. In addition 
to Medicaid FMAP, Highway Infrastmcture Investment, and SFSF, we also 
reviewed six other programs receiving Recovery Act funds. These 
programs are: 

• Title I, Part A of the Elementary and Secondary Education Act of 1965 
(ESEA) 

• Parts B and C of the Individuals with Disabilities Education Act (IDEA) 

• Workforce Investment Act (WIA) Youth Program 

• Public Housing Ci^)ital Fund 

• Edward Byrne Memorial Justice Assistance Grant (JAG) Program 

• Weatherization Assistance Program 


Additional detail regarding the states’ and localities’ use of funds for these 
programs is available in the full report, also being released today, 
GAO'09-829. Individual state summaries for the 16 selected states and the 
District are accessible through GAO’s recovery page at 
www.gao.gov/recovery and in an electronic supplement, GAO-09-830SP, 


Recovery Act Funding 
Helped States Address 
Budget Challenges 


State revenue continued to decline and states used Recovery Act funding 
to reduce some of their planned budget cuts and tax increases to close 
current and anticipated budget shortfalls for fiscal years 2009 and 2010.*’ 
Of the 16 states and the District, 15 estimate fiscal year 2009 general fund 
revenue collections will be less than in the previous fiscal year.** For two 
of the selected states — Iowa and North Carolina — revenues were lower 
than projected but not less than the previous fiscal year. As shown in 
figure 4, data from the Bureau of Economic Analysis (BEA) also indicate 
that the rate of state and local revenue growth has generally declined since 


^According to the National Association of State Budget Officers (NASBO), most- stales 
have balanced-budget requirements for general funds, which may include requirements 
such as (1) requiring governors to submit a balanced budget, (2) mandating that their 
legislatures pass a balanced budget, (3) directing governors to sign a balanced budget, or 
(4) requiring governors to execute a balanced budget. According to NASBO, all of the 
states we visited have balanced-budget requirements. (In its report, NASBO did not provide 
information on the District of Columbia’s balanced budget requirements.) See NASBO, 
Budget Processes in the Stales (Washington, D.C.: Summer 2008). 

^’’Michigan — along with the District of Columbia — has a fiscal year that begins October 1 . 
New York’s fiscal year begins April 1, and the fiscal year for Texas begins on September I. 
.All other states we visited have fiscal years beginning July I . 


Page 24 


GAO-09-831T 




58 


the second quarter of 2005, and the rate of growth has been negative in the 
fourth quarter of 2(K)8 and the first quarter of 2009. ^ 


Figure 4: Year>Over-Year Change in State and Local Government Current Tax Receipts 

Percentage change 
12 



2001 2002 2003 2004 2005 2006 2007 2000 2009 

Sowee: 0*0 snftiysis o! BE* oaia. 


Officials in most of the selected states and the District expect these 
revenue trends to contribute to budget gaps (estimated revenues less than 
estimated disbursements) anticipated for future fiscal years. All of the 16 
states and the District forecasted budget gaps in state fiscal year 2009-2010 
before budget actions were taken. 

Consistent with one of the purposes of the act, states’ use of Recovery Act 
funds to stabilize their budgets helped them minimize and avoid 
reductions in services as well as tax increases. States took a number of 


decent reports provide additional details regarding revenue declines beyond our selected 
states. For example, see The National Governors Association and the National Association 
of State Budget Officers (NASBO), n%e Hscai Surveij of States (Waslungton, DC., June 
20(®); N^onal Conference of State Legislatures, Budget Update: Apnl 2009 (Washington, 
D.C., April 2(X©); Lucy Dadayan and Donald J, Boyd, The Nelson A. Rockefeller Institute of 
Govcmmenl, April is the Cruelest Month: Personal Income Tax Revenues Portend 
Deepening Trouble for Many States (Albany, N.Y.. June 18. 2009). 
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actions to balance their budgets in fiscal year 2009-2010, including staff 
layoffs, furlougl^s, and program cuts. The use of Recovery Act funds 
affected the size and scope of some states' budgeting decisions, and many 
of the selected states reported they would have had to make further cuts 
to services and programs without the receipt of Recovery Act funds. For 
example, California, Colorado, Georgia, Illinois, Massachusetts, Michigan, 
New York, and Pennsylvania budget officials all stated that current or 
future budget cuts would have been deeper without the receipt of 
Recovery Act funds. 

Recovery Act funds helped cushion the impact of states’ planned budget 
actions but officials also cautioned that current revenue estimates indicate 
that additional state actions will be needed to balance future-year budgets. 
Future actions to stabilize state budgets will require continued awareness 
of the maintenance-of-effort (MOE) requirements for some federal 
programs funded by the Recovery Act. For example, Massachusetts 
officials expressed concerns regarding MOE requirements attached to 
federal programs, including those fuitded through the Recovery Act, as 
future across-the-board spending reductions could pose challenges for 
maintaming spending levels in these programs. State officials said that 
MOE requirements that require maintaining spending levels based upon 
prior-year fixed dollar amounts will pose more of a challenge than 
upholding spending levels based upon a percentage of program spending 
relative to total state budget expenditures. In addition, some states also 
reported accelerating their use of Recovery Act funds to stabilize 
deteriorating budgets. 

Many states, such as Colorado, Florida, Georgia, Iowa, New Jersey, and 
North Carolina, also reported tapping into their reserve or rainy-day funds 
in order to balance their budgets. In most cases, the receipt of Recovery 
Act funds did not prevent the selected states from tapping into their 
reserve fui^ds, but a few states reported that without the receipt of 
Recovery Act funds, withdrawals from reserve funds would have been 
greater.”' Officials from Georgia stated that although they have already 
used reserve funds to balance their fiscal year 2009 and 2010 budgets, they 
may use additional reserve funds if, at the end of fiscal year 2009, revenues 
are lower than the most recent projections. In contrast, New York officials 
stated they were able to avoid tapping into the state’s reserve funds due to 


^’According to NASBO, the selected states have varying legal requirements regarding 
contributions to and withdrawals from various types of rcsen'e funds. 
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the funds made avaii^le as a result of the increased Medicaid FMAP funds 
provided by the Recovery Act. 


Approaches to Developing Exit 
Strategies for End of Recovery 
Act Funding Influenced by 
Nature of State Budget 
Processes 


States’ approaches to developing exit strategies for the use of Recovery 
Act funds reflect the balanced-budget requirements in place for all of our 
selected states and the District. Budget officials referred to the temporary 
nature of Ihe funds and fiscal challenges expected to extend beyond the 
timing of funds provided by the Recovery Act. Officials discussed a desire 
to avoid what they referred to as the “cliff effect” associated with the dates 
when Recovery Act funding ends for various federal programs. 


Budget officials in some of the selected states are preparing for the end of 
Recovery Act funding by using funds for nonrecurring expenditures and 
hiring limited-term positions to avoid creating long-tenn liabilities. A few 
states reported that although they are developing preliminary plans for the 
phasing out of Recovery Act funds, further planning has been delayed until 
revenue and expenditure projections are finalized. 


States Have 
Implemented Various 
Internal Control 
Programs: However, 
Single Audit Guidance 
and Reporting Does 
Not Adequately 
Address Recovery Act 
Risk 


Given that Recoveiy Act funds are to be distributed quickly, effective 
internal controls over use of funds are critical to help ensure effective and 
efficient use of resources, compliance with laws and regulations, and in 
achieving accountability over Recovery Act programs. Internal controls 
include management and program policies, procedures, and guidance that 
help ensure effective and efficient use of resources; compliance with laws 
and regulations; prevention and detection of fraud, waste, and abuse; and 
the reliability of financial reporting. Management is responsible for the 
design and implementation of internal controls and the states in our 
sample have a range of approaches for implementing their internal 
controls. 

Some states have internal control requirements in their state statutes and 
others have undertaken internal control programs as management 
initiatives. In our sample, 7 states - California, Colorado, Florida, Michigan, 
Mississippi, New York, and North Carolina -have statutory requirements 
for internal control programs and acti\dties. An additional 9 states - 
Arizona, Georgia, Illinois, Iowa, Massachusetts, New Jersey, Ohio, 
Pennsylvania, and Texas - have undertaken various internal control 
programs. In addition, the District of Columbia has taken limited actions 
related to its internal control program. An effective internal control 
program helps manage change in response to shifting environments and 
evolving demands and priorities, such as changes related to implementing 
the Recovery Act 
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Risk assessment and monitoring are key elements of internal controls, and 
the states in our sample and the District have undertaken a variety of 
actions in these areas. 

• Risk assessment involves performing comprehensive reviews and 
analyses of program operations to determine if internal and external 
risks exist and to evaluate the nature and extent of risks which have 
been identified. Approaches to risk analysis can vary across 
organizations because of differences in missions and the 
methodologies used to qualitatively and quantitatively assign risk 
levels. 

• Monitoring actirities include the systemic process of reviewing the 
effectiveness of the operation of the internal control system. These 
activities are conducted by management, oversight entities, and 
internal and external auditors. Monitoring enables stakeholders to 
determine whether the internal control system continues to operate 
effectively over time. Monitoring also provides information and 
feedback to the risk assessment process. 


Challenges Exist in states and localities are responsible for tracking and reporting on 

Tracking Recovery Act Recovery Act funds.’* OMB has issued guidance to the states and localities 

that provides for separate identification — "tagging" — of Recovery Act 
funds so that specific reports can be created and transactions can be 
specifically identified as Recovery Act funds,‘“ The flow of federal funds to 
the states varies by program, the grantor agencies have varied grants 
management processes and grants vary substantially in their types, 
purposes, and administrative requirements.’* 

Several states and the District of Columbia have created unique codes for 
their financial systems in order to tag the Recovery Act funds. Most state 
and local program officials told us that they will apply existing controls 


’’Recovery Act, div. A, Utie JCV, § 1512. 

**OMB memoranda, Initial Implementing Guidance for the American Recovery 

and Reinvestment Act of3(X)9, February 18, 2009, and M-09-15, Updated Impiernenling 
Guidance for the American Recovery and ^inveslmerit Act of 2009, April 3, 2009. 

’■’GAO, Grants Management: Additional Actions Needed to Streamline and Simplify 
Process, (5AO-05-335 (Washington, D.C.: April 2005). 


Page 28 


GAO-09-831T 




62 


and oversight processes that they currently apply to other program funds 
to oversee Recovery Act funds. 

In addition to being an important accountability mechanism, audit results 
can provide valuable information for use in management’s risk assessment 
and monitoring proc^ses. The single audit report, prepared to meet the 
requirements of the Single Audit Act,'’^ as amended (Single Audit Act), is a 
source of information on internal control and compliance findings and the 
underlying causes and risks. The report is prepared in accordance with 
OMB’s implementing guidance in 0MB Circular No. A-133, Audits of 
States, Local Governments, and Non-Profit Organizations,^^ which 
provides guidance to auditors on selecting federal programs for audit and 
the related internal control and compliance audit procedures to be 
performed. 

In our April 23, 2009 report, we reported that the guidance and criteria in 
0MB Circular No. A-133 do not adequately address the substantial added 
risks posed by the new Recovery Act funding. Such risks may result from 
(1) new government programs, (2) the sudden increase in funds or 
programs that are new to the recipient entity, and (3) the expectation that 
some programs and projects will be delivered faster so as to iryect funds 
into the economy. With some ac^ustment, the single audit could be an 
effective oversight tool for Recovery Act programs, addressing risks 
associated with all three of these factors. 


‘The Single Audit Act reijuires states, local governments, and nonprofit organizations 
expending over $500,000 in federal awards in a year to obtain an audit in accordance with 
requirements set forth in the Act. A single audit consists of (1) an audit and opinions on the 
fair presentation of the financial statements and the Schedule of Expenditures of Federal 
Awards; (2) gaining an understanding of and testing internal control over financial 
reporting and the entity’s compliance with laws, regulations, and contract or grant 
provisions that have a direct and material effect on certain federal programs (i.e., the 
program requirements); and (3) an audit and an opinion on compliance with applicable 
program requirements for certain federal programs. 

'^The auditor identifies the applicable federal programs, including "major programs," based 
on risk criteria, including minimum dollar thresholds, set out in the Single Audit Act and 
0MB Circular No. A-133. Guidance on identifying compliance requirements for most large 
federal progranis is set out in the Compliance Supplement to OMB Circular No. A-133. 0MB 
has requirements that generally are to be tested for each mqjor federal program to opine 
on compliance and report- on si^ifleant deficiencies in internal control over compliance 
with each applicable compliance requirement. 
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Our April 2009 report on the Recovery Act included recommendations that 

0MB a(^ust the current audit process to: 

• focus the risk ^sessment auditors use to select programs to test for 
compliance with 2009 federal program requirements on Recovery Act 
funding; 

• provide for review of the design of intenia! controls during 2009 over 
programs to receive Recovery Act funding, before significant 
expenditures in 2010; and 

• evaluate options for providing relief related to audit requirements for 
low-risk programs to balance new audit responsibilities associated 
with the Recovery Act. 


Since April, although 0MB has taken several steps in response to our 
recommendations, these actions do not sufficiently address the risks 
leading to our recommendations. To focus auditor risk assessments on 
Recovery Act-funded programs and to provide guidance on internal 
control reviews for Recovery Act programs, 0MB is working within the 
framework defined by existing mechanisms — Circular No. A-i33 and the 
Compliance Supplement. In this context, 0MB has made limited 
ai^ustments to its single audit guidance and is planning to issue additional 
guidance in mid-July 2009. 


Focusing Auditors' 
Program Risk Assessments 
on Programs with 
Recovery Act Funding 


On May 26, 0MB issued the 2009 edition of the Circular A-133 Compliance 
Supplement. The new Compliance Supplement is intended to focus auditor 
risk assessment on Recovery Act funding by, among things (1) requiring 
that auditors specifically ask auditees about and be alert to expenditure of 
funds provided by the Recovery Act, and (2) providing an appendix that 
highlights some areas of the Recovery Act impacting single audits. The 
appendix adds a requirement that large programs and program clusters 
with Recovery Act funding cannot be assessed as low-risk for the purposes 
of program selection without clear documentation of the reasons they are 
considered low risk. It also calls for recipients to separately identify 
expenditures for Recovery Act programs on the Schedule of Expenditures 
of Federal Awards. 


However, OMB has not yet identified program groupings critical to 
auditors’ selection of programs to be audited for compliance with program 
requirements. OMB Circular A-133 relies heavily on tlie amount of federal 
expenditures in a program during a fiscal year and whether findings were 
reported in the previous period to determine whether detailed compliance 
testing is required for that year. Although OMB is considering ways to 
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cluster programs for single audit selection to make it more likely that 
Recovery Act programs would be selected as major programs subject to 
internal control and compliance testing, the dollar formulas would not 
change under this plan. This approach may not provide sufficient 
assurance that smaller, but nonetheless sigr\lficant, Recovery Act-funded 
programs would be selected for audit. 

In addition, the 2009 Compliance Supplement does not yet provide specific 
auditor guidance for new programs funded by the Recovery Act, or for 
new compliance requirements specific to Recovery Act funding within 
existing programs, that may be selected as major programs for audit, 0MB 
acknowledges that additional guidance is called for and plans to address 
some Recovery Act-related compliance requirements by mid-July 2009. 


Reviewing the Design of 
Internal Controls over 
Recovery Act-funded 
Programs before 
Significant Expenditures in 
2010 


To provide additional focus on internal control reviews, 0MB has drafted 
guidance it plans to finalize in July 2009 that indicates the importance of 
such reviews and encourages auditors to communicate weaknesses to 
management early in the audit process, but does not add requirements for 
auditors to take these steps. Addressing this recommendation through the 
existing audit framework, however, would not change the reporting 
timeframes and therefore would not address our concern that internal 
controls over Recovery Act programs should be reviewed before 
significant funding is expended. In addition, if the guidance is limited to 
major programs this may not adequately consider Recovery Act program 
risks. Further, if this is done within the current single audit framework and 
reporting timelines, the auditor evaluation of internal control and related 
reporting will occur too late — after significant levels of federal 
expenditures have already occurred. 


Providing relief to Balance While OMB has noted the increased responsibilities falling on those 
Expected Increased responsible for performing single audits, it has not issued any proposals or 

Workload plans to address this recommendation to date. A recent survey conducted 

by the staff of the National State Auditors’ Association (NSAA) 
higliiighted the need for relief to over-burdened state audit organizations 
that have experienced staffing reductions and furloughs. 


■’^NSAA’s mission is to unite state auditors by encouraging and providing opportunities for 
the free exchange of infOTmation and ideas between auditors on the slate, federal and local 
levels. 
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0MB officials told us they are considering reducing auditor workload by 
decreasing the number of risk assessments of smaOer federal programs. 
Auditors conduct these risk assessments as part of the plannii\g process to 
identify which federal programs will be subject to detailed internal control 
and compliance ttssting. We believe that this step alone will not provide 
sufficient relief to balance out additional audit requirements for Recovery 
Act programs. Without action now audit coverage of Recovery Act 
programs will not be sufficient to address Recovery Act risks and the audit 
reporting that does occur will be after significant expenditures have 
already occurred. 

Congress is currently considering a bill that could provide some financial 
relief to auditors lacking the staff capacity necessary to handle the 
increased audit responsibilities associated with the Recovery Act. H.R. 
2182 would amend the Recovery Act to provide for enhanced state and 
local oversight of activities conducted pursuant to the Act. As passed by 
the House, H.R. 2182 would allow state and local governments to set aside 
0.5 percent of Recovery Act funds, in addition to funds already allocated to 
administrative expenditures, to conduct planning and oversight. Chairman 
Towns, Ranking Member Issa, and this Committee are to be commended 
for their leadership in crafting H.R. 2182. 


Single Audit Reporting Will 
Not Facilitate Timely 
Reporting of Recovery Act 
Program Findings and 
Risks 


The single audit reporting deadline is too late to provide audit results in 
time for the audited entity to take action on deficiencies noted in Recovery 
Act programs. The Single Audit Act requires that recipients submit their 
Single Audit reports to the federal government no later than nine months 
after the end of the period being audited.” As a result an audited entity 
may not receive feedback needed to correct an identified internal control 
or compliance weakness until the latter part of the subsequent fiscal year, 
For example, states that have a fiscal year end of Juno 30th have a 
reporting deadline of March 31st, which leaves program management only 
3 months to take corrective action on any audit findings before the end of 
the subsequent fiscal year. For Recovery Act programs, significant 
expenditure of funds could occur during the period prior to the audit 
report being issued. 


■^'Single Audit Act Section 7502(b)(2). Tlie guidance provides that under certairi conditions, 
Single Audit auditees may be audited biennially instead of annually, For eniities that are 
audited biennially, it is longer before internal control and compliance weaknesses are 
identified and remediated. 
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The timing problem is exacerbated by the extensions to the 9 month 
deadline that are routinely granted by the awarding agencies, consistent 
with 0MB guidance. For example, 13 of the 17 states in our sample have a 
June 30 fiscal year end and 7 of these 13 states requested and received 
extensions for their March 31, 2009 submission requirement of their fiscal 
year 2008 reporting package.® The Health and Human Services Office of 
Inspector General (HHS OIG) is the cognizant agency for most of the 
states, including all of the states selected for review under the Recovery 
Act. According to a HHS OIG official, beginning in May 2009 HHS IG 
adopted a policy of no longer approving requests for extensions of the due 
dates for single audit reporting package submissions. 0MB officials have 
stated that they plan to eliminate allowing extensions of tlie reporting 
package, but have not issued any official guidance or memorandum to the 
agencies, OIGs, or federal award recipients. 

In order to realize the single audit’s full potential as an effective Recovery 
Act oversight tool, OMB needs to take additional action to focus auditors’ 
efforts on areas that can provide the most efficient, and most timely, 
results. As federal funding of Recovery Act programs accelerates in the 
next few months, we dse particularly concerned that the Single Audit 
process may not provide the timely accountability and focus needed to 
assist recipients in making necessaiy adjustments to internal controls so 
that they achieve sufficient strength and capacity to provide assurances 
that the money is being spent as effectively as possible to meet program 
objectives. 


Efforts to Assess the 
Impact of Recovery 
Act Spending 


As recipients of Recovery Act funds and as partners with the federal 
government in achieving Recovery Act goals, states and local units of 
government are expected to invest Recovery Act funds with a high level of 
transparency and to bo held accountable for results under the Recovery 
Act. Under the Recovery Act, direct recipients of the funds, including 
states and localities, are expected to report quarterly on a number of 
measures including the use of funds and an estimate of the number of jobs 
created mid the number of jobs retained. These measures are part of the 
recipient reports required under section 1512(c) of the Recovery Act and 


Department of Health and Human Semces is the cogriizant agency for the 16 states and 
District of Columbia that are included in our study. According to OMB Circular No. A-133 
5.400(a)(2), if an entity needs an extension for submission of their single audit report, the 
cognizant agency must consider auditee requests for extension to the report submi.ssion 
due date. 
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will be submitted by recipients starting in October 2009. 0MB guidance 
described recipient reporting requirements under the Recovery Act’s 
section 1512 as the minimum performance measures that must be 
collected, leaving it to federal agencies to determine additional 
information that w^ould be required for oveisight of individual programs 
fimded by the Recovery Act, such as the Department of Energy 
Weatherization Assistance Program and the Department of Justice Edward 
Byrne Memorial Justice Assistance Grant (<IAG) Program. 

In general, states are adapting information systems, issuing guidance, and 
beginning to collect data on jobs created and jobs retained, but questions 
remained about how to count jobs and measure performance under 
Recovery Act-funded programs. Over the last several months 0MB met 
regularly with state and local officials, federal agencies, and others to 
gather input on the reporting requirements and implementation guidance. 
0MB also worked with the Recovery Accountability and Transparency 
Board to design a nationwide data collection system that will reduce 
information reporting burdens on recipients by simplifying reporting 
instructions and providing a user-friendly mechanism for submitting 
required data. 0MB will bo testing this system in July. 

In response to requests for more guidance on the recipient reporting 
process and required data, 0MB, after soliciting responses from an array 
of stakeholders, issued additional implementing guidance for recipient 
reporting on June 22, 2009.™ In addition to other areas, the new 0MB 
guidance clarifies that recipients of Recovery Act funds are required to 
report only on jobs directly created or retained by Recovery Act-funded 
projects, activities, and contracts. Recipients are not expected to report on 
the employment impact on materials suppliers (“indirect” jobs) or on the 
local community (“induced” jobs). The 0MB guidance also provides 
additional instniction on estimating the number of jobs created and 
retained by Recovery Act funding. OMB’s guidance on the implementation 
of recipient reporting should be helpful in addressing answers to many of 
the questions and concerns raised by state and local program officials. 
However, federal agencies may need to do a better job of communicating 
the 0MB guidance in a timely manner to their state counterparts and, as 
appropriate, issue clarifying guidance on required performance 
measurement 


™OMB memoranda, M-09-21, Implementing Clwkiarice for the Reports on Use of f\m(is 
Pursuant to the American Recovery and Reinvestment Act of 2009 (June 22, 2009). 
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OMB’s guidance for reporting on job creation aims to shed light on the 
immediate uses of Recovery Act funding; however, reports from recipients 
of Recovery Act funds must be interpreted with care. For example, 
accurate, consistent reports will only reflect a portion of the likely impact 
of the Recovery Act on national employment, since Recovery Act 
resources are also made available through tax cuts and benefit payments. '" 
0MB noted that a broader view of the overall employment impact of the 
Recovery Act will be covered in the estimates generated by the Council of 
Economic Advisers (CEA) using a macro-economic approach. According 
to CEA, it will consider the direct jobs created and retained reported by 
recipients to supplement its analysis.^’ 


Concluding 
Observations and 
Recommendations 


Since enactment of the Recovery Act in February 2009, 0MB has issued 
three sets of guidance — on February 18, April 3 and, most recently, June 
22, 2009^^ —to announce spending and performance reporting 
requirements to assist prime recipients and subrecipients of federal 
Recovery Ac:t funds comply with these requirements. 0MB has reached 
out to Congress, federal, state, and local government officials, grant and 
contract recipients, and the accountability community to get a broad 
perspective on what is needed to meet the high expectations set by 
Congress and the administration. Further, according to OMB’s June 
guidance they have worked with the Recovery Accountability and 
Transparency Board to deploy a nationwide data collection system at 
www.federalreporting.gov. 

As work proceeds on the implementation of the Recoveiy Act, 0MB and 
the cognizant federal agencies have opportunities to build on the early 
efforts by continuing to address several important issues. 


^''The recipient reporting requiremejit only covers a defined subset of the Recovery Act’s 
funding. The reporting requirements apply to recipients who receive funding through 
discretionary appropriations, not recipients receiving funds throxjgh entitlement programs, 
such as Medicaid, or tax programs. Rec4>ient reporting also does not apply to individuals. 

^‘Executive Office of the President, Council of Economic Advisers, Estimates of Job 
Creation Prom the American Recovery and Reinvestment Act ofS009 (May 2009). 

^^OMB Memorandiun M-09-15, Updated hnplementing Guidance for (he American 
Recovery and Remvestnwnl Act of 2009 (Apr. 3. 2009). Tiiis guidance supplements, 
amends, and clarifies the initial guidance issued by 0MB on February 18, 2009. 0MB 
memoranda, M-(®-21, ImpUmenting Guidance for the Reports on Use of Funds Pursuant 
to the American Recovery and Reinvestment Act of 2009 (June 22, 2009), 
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These issues can be placed broadly into three categories, which have been 
revised from our last report to better reflect evolving events since April: 

(1) accountability and transparency requirements, (2) reporting on impact, 
and (3) communications and guidance. 


Accountability and 

Transparency 

Requirements 


Recipients of Recovery Act funding face a number of implementation 
challenges in this area. The act includes new programs and significant 
increases in funds out of normal cycles and processes. There is an 
expectation that many programs and projects will be delivered faster so as 
to iryect funds into the economy, and the administration has indicated its 
intent to assure transparency and accountability over the use of Recovery 
Act funds. Issues regarding the Single Audit process and administrative 
support and oversight are important. 

Single Audit: The Single Audit process needs adjustments to provide 
appropriate risk-based focus and the necessary level of accountability over 
Recovery Act programs in a timely manner. 

In our April 2009 report, we reported that the guidance and criteria in 
0MB Circular No. A-133 do not adequately address the substantial added 
risks posed by the new Recovery Act funding. Such risks may result from 
(1) new government programs, (2) the sudden increase in funds or 
programs that are new to the recipient entity, and (3) the expectation that 
some programs and projects will be delivered faster so as to irqect funds 
into the economy. With some adjustment, the Single Audit could be an 
effective oversight tool for Recovery Act programs because it can address 
risks associated with all three of these factors. 

April report recommendations: Our April report included 
rt'commendations that 0MB adjust the current audit process to focus the 
risk assessment auditors use to select programs to test for compliance 
with 2009 federal program requirements on Recovery Act funding; provide 
for review of the design of internal controls during 2009 over programs to 
receive Recovery Act funding, before significant expenditures in 2010; and 
evaluate options for providing relief related to audit requirements for low- 
risk programs to balance new audit responsibilities associated with the 
Recovery Act. 

Status of April report recommendations: 0MB has taken some actions 
and has other planned actions to help focus the program selection risk 
assessment on Recovery Act programs and to provide guidance on 
auditors’ reviews of internal controls for those programs. However, we 
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remain concerned that OMB’s planned actions would not achieve the level 
of accountability needed to effectively respond to Recovery Act risks and 
does not provide for timely reporting on interna! controls for Recovery Act 
programs. Therefore, we are re-emphasizing our previous 
recommendations in this area 

To help auditors with single audit responsibilities meet the increased 
demands imposed on them by Recovery Act funding, we recommend that 
the Director of 0MB take the following four actions: 

• Consider developing requirements for reporting on internal controls 
during 2009 before significant Recovery Act expenditures occur as well 
as ongoing reporting after the initial report, 

• Provide more focus on Recovery Act programs through the Single 
Audit to help ensure that smaller programs with high risk have audit 
coverage in the area of internal controls and compliance. 

• Evaluate options for providing relief related to audit requirements for 
low-risk programs to balance new audit responsibilities associated 
with the Recovery Act. 

• To the extent that options for auditor relief are not provided, develop 
mechanisms to help fund the additional Single Audit costs and efforts 
for auditing Recovery Act programs. 


Administrative Support 
and Oversight 


April report recommendation; In our April report, we recommended 
that the director of 0MB clarify what Recovery Act funds can be used to 
support state efforts to ensure accountability and oversight, especially in 
light of enhanced oversight and coordination requirements. 


Stales have been concerned about the burden imposed by new 
requirements, increased accounting and management workloads, and 
strains on information systems and staff capacity at a time when they are 
under severe budgetaiy stress. 


Page 37 


GAO-09-831T 




71 


Status of April report recommendation: On May II, 2009, 0MB 
released a memorandum" clarifying how state grantees could recover 
administrative costs of Recovery Act activities. 


Matter for Congressional Because a significant portion of Recovery Act expenditures will be in the 
Consideration l^orm of federal grants and awards, the Single Audit process could be used 

as a key accountability tool over these funds. However, the Single Audit 
Act, enacted in 1984 and most recently amended in 1996, did not 
contemplate the risks associated with the current environment where 
large amounts of federal awards are being expended quickly through new 
programs, greatly expanded programs, and existing programs. The current 
Single Audit process is largely driven by the amount of federal funds 
expended by a recipient in order to determine which federal programs are 
subject to compliance and internal control testing. Not only does this 
model potentially miss smaller programs with high risk, but it also relies 
on audit reporting 9 months after the end of a grantee’s fiscal year — far too 
late to preemptively correct deficiencies and weaknesses before 
significant expenditures of federal funds. Congress is considering a 
legislative proposal in this area and could address the following issues: 

• To the extent that appropriate adjustments to the Single Audit process 
are not accomplished under the current Single Audit structure, 
Congress should consider amending the Single Audit Act or enacting 
new legislation that provides for more timely internal control 
reporting, as well as audit coverage for smaller Recovery Act programs 
with high risk. 

• To the extent that additional audit coverage is needed to achieve 
accountability over Recovery Act programs, Congress should consider 
mechanisms to provide additional resources to support those charged 
with carrying out the Single Audit act and related audits. 


Reporting on Impact 


Under the Recovery Act, responsibility for reporting on jobs created and 
retained falls to nonfederal recipients of Recovery Act funds. As such, 
states and localities have a critical role in identifying the degree to which 
Recovery Act goals are achieved. 


’'^OMB memoranda, Payments to State Grantees for Administrative Costs of 

Recovery Act Activities (Mz^ 1 1 , 2009). 
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Performance reporting is broader than the jobs reporting required under 
section 1512 of the Recovery Act. 0MB guidance requires that agencies 
collect and report performance information consistent with the agency’s 
program performance measures. As described earlier in this report, some 
agencies have imposed additional performance measures on projects or 
activities funded through the Recovery Act. 

April report recommendation: In our April report, we recommended 
that, given questions raised by many state and local officials about how 
best to determine both direct and indirect jobs created and retained under 
the Recovery Act, the Director of 0MB should continue OMB’s efforts to 
identify appropriate methodologies that can be used to (1) assess jobs 
created and retained from projects funded by the Recovery Act; (2) 
determine the impact of Recovery Act spending when job creation is 
indirect; (3) identify those types of programs, projects, or activities that in 
the past have demonstrated substantial job creation or are considered 
likely to do so in the future and consider whether the approaches taken to 
estimat e jobs created and jobs retained in these cases can be replicated or 
adapted to other programs. 

Status of April report recommendation: 0MB has been meeting on a 
regular basis with state and local officials, federal agencies, and others to 
gather input on reporting requirements and implementation guidance and 
has worked with the Recovery Accountability and Transparency Board on 
a nationwide data collection system. On June 22, 0MB issued additional 
implementation guidance on recipient reporting of jobs created and 
retained. This guidance is responsive to much of what we said in our April 
report. It states that there are two different types of jobs reports under the 
Recovery Act and clarifies that recipient reports are to cover only direct 
jobs created or retained. “Indirect” jobs (employment impact on suppliers) 
and “induced” jobs (employment impact on communities) will be covered 
in Council of Economic Advisers (CEA) quarterly reports on employment, 
economic growth, and other key economic indicators. Consistent with the 
statutory language of the act, OMB’s guidance states that these recipient 
reporting requirements apply to recipients who receive funding through 
discretionary appropriations, not to those receiring funds through either 
entitlement or tax programs or to individuals. It clarifies that the prime 
recipient and not the suhrecipient is responsible for reporting section 1512 
information on jobs created or retained. The June 2009 guidance also 
provides detailed instructions on how to calculate and report jobs as full- 
time equivalents (FTPJ). It also describes in detail the data model and 
reporting system to be used for the required recipient reporting on jobs. 
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The guidance provided for reporting job creation aims to shed light on the 
immediate uses of Recovery Act funding and is reasonable in that context. 
It will be important, however, to interpret the recipient reports with care. 
As noted in the guidance, these reports are only one of the two distinct 
types of reports seeking to describe the jobs impact of the Recovery Act. 
CEA’s quarterly reports will cover the impact on employment, economic 
growth, and other key economic indicators. Further, the recipient reports 
will not reflect the impact of resources made available through tax 
provisions or entitlement programs. 

Recipients are required to report no later than 10 days after the end of the 
calendar quarter. The first of these reports is due on October 10, 2009. 
After prime recipients and federal agencies perform data quality checks, 
detailed recipient reports are to be made available to the public no later 
than 30 days after the end of the quarter. Initial summary statistics will be 
available on www.recovery.gov. The guidance explicitly does not mandate 
a specific methodology for conducting quality reviews. Rather, federal 
agencies are directed to coordinate the application of definitions of 
material omission and significant reporting error to “ensure consistency” 
in the conduct of data quality reviews. Although recipients and federal 
agency reviewers are required to perform data quality checks, none are 
required to certify or approve data for publication. It is unclear how any 
issues identified under data quality reviews would be resolved and how 
frequently data quality problems would have been identified in the 
reviews. We will continue to monitor this data quality and recipient 
reporting requirements. 

Our recommendations: To increase consistency in recipient reporting or 
jobs created and retained, the Director of 0MB should work with federal 
agencies to have them provide program-specific examples of the 
application of OMB’s guidance on recipient reporting of jobs created and 
retained. This would be especially helpful for programs that have not 
previously tracked and reported such metrics. 


^’Consistent with GAO's past work showing that tax expenditures receive less scnitiny than 
outlay programs (e.g., GAO. Government t^formance and Accountability: Tax 
Expenditures Represent a Substantial Federal Commitment and Need to Be Reexamined, 
GAO-05-690 (Washington, D.C.: Sept 23, 2005), we have begun work to determine the level 
of transparency and oversight that will be provided for the Recovery Act tax provisions. 
Administration officials are formulating plans for what information will be collected, 
analyzed, and reported for the tax provisions. See also; GAO, American Recovery and 
Reinvestment Act: GAO's Role in Helping to Ensure Accountabilily and TYanspar-ency, 
GA()-0<)4.53T (Washington, D.C.: Mar. 5, 2009). 
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Because performance reporting is broader than the jobs reporting required 
by section 1512, the Director of 0MB should also work with federal 
agencies — perhaps through the Senior Management Councils — to clarify 
what new or existing program performance measures — in addition to Jobs 
created and retained— that recipients should collect and report in order to 
demonstrate the impact of Recovery Act funding,^* 

In addition to providing tirese additional types of program-specific 
examples of guidance, the Director of 0MB should work with federal 
agencies to use other channels to educate state and local program officials 
on reporting requirements, such as Web- or telephone-based information 
sessions or other forums. 


Communications and 
Guidance 


Funding notification and program guidance: State officials expressed 
concerns regarding communication on the release of Recovery Act funds 
and their inability to determine when to expect federal agency program 
guidance. Once funds are released there is no easily accessible, real-time 
procedure for ensuring that appropriate officials in states and localities 
are notified. Because half of the estimated spending programs in the 
Recovery Act will be administered by nonfederal entities, states wish to be 
notified when funds are made available to them for tlieir use as well as 
when funding is received by other recipients within their state that are not 
state agencies. 


0MB does not have a master timeline for issuing federal agency guidance. 
OMB's preferred approach is to issue guidance incrementally. This 
approach potentially produces a more timely response and ^lows for mid- 
course corrections; however, this approach also creates uncertainty 
among state and local recipients responsible for implementing programs, 
We continue to believe Uiat 0MB can strike a better balance between 
developing timely and responsive guidance and providing a longer range 


’"According to 0MB guidance, rather than establishing a new council, agencies are 
encouraged to leverage their existing Senior Management Councils to oversee Recovery 
Act performance across the agency, including risk management. The Senior Management 
Council should be composed of the Chief Financial Officer, Senior Procurement Executive, 
Chief Human Capita] Officer, Chief Information Officer, Performance Improvement Officer, 
and managere of programmatic offices. The agency’s Senior Accountable Official should 
also participate and assume a leadership role. Agencies should also consider having their 
Office of Gener^ Counsel and Office of Inspectors General serve in advisory roles on t he 
Senior Management Council. 
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time line that gives some structure to states’ and localities’ planning 
efforts. 

April report recommendation: In our April report, we recommended 
that to foster timely and efficient communications, the Director of 0MB 
should develop an j^proach that provides dependable notification to (1) 
prime recipients in states and localities when funds are made available for 
their use, (2) states — ^where the state is not the primary recipient of funds 
but has a statewide interest in this information — and (3) all nonfederal 
recipients on planned releases of federal agency guidance and, if known, 
whether additional guidance or modifications are recommended. 

Status of April recommendation: 0MB has made important progress in 
the type and level of information provided in its reports on Recovery.gov. 
Nonethele^, 0MB has additional opportunities to more fully address the 
recommendations we made in April. By providing a standard format 
across disparate programs, 0MB has improved its Funding Notification 
reports, making it easier for the public to track when funds become 
available. Agencies update their Funding Notification reports for each 
program individually whenever they make funds available. Both reports 
are available on www.recovery.gov. 0MB has taken the additional step of 
disaggregating financial information, i.e., federal obligations and outlays 
by Recovery Act programs and by state in its Weekly Financial Activity 
Report. 

Our recommendation: The Director of 0MB should continue to develop 
and implement an approach that provides easily accessible, real-time 
notification to (1) prime recipients in states and localities when funds are 
made available for their use, and (2) states — where the state is not the 
primary recipient of funds but has a statewide interest in this information. 
In addition, 0MB should proride a long range time line for the release of 
federal guidance for the benefit of nonfederal recipients responsible for 
implementing Recovery Act programs. 

Recipient financial tracking and reporting guidance: In addition to 
employment related reporting, OMB’s guidance calls for the tracking of 
funds by the prime recipient, recipient vendors, and subrecipients 
receiving payments. OMB’s guidance also allows that “prime recipients 
may delegate certain reporting requirements to subrecipients.” Either the 
prime or sub-recipient must report the D-U-N-S number (or an acceptable 
alternative) for any vendor or sub-recipient receiring payments greater 
than $25 thousand. In addition, the prime recipient must report what was 
purchased and the amount, and a total number and amount for sub-awards 
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of less than $25 thousand. By reporting the DUNS number, 0MB guidance 
provides a way to identify subrecipients by project, but this alone does not 
ensure data quality. 

The approach to tracking funds is generally consistent with the Federal 
Funding Accountability and Transparency Act (FFATA). Like the Recovery 
Act, the FFATA requires a publicly available Web site — 

USAspending.gov — to report financial information about entities awarded 
federal funds. Yet, significant questions have been raised about the 
reliability of the data on USAspending.gov, primarily because what is 
reported by the prime recipients is dependent on the unknown data quality 
and reporting capabilities of their subrecipients. 

For example, earlier this year, more than 2 years after passage of FFATA, 
the Congressional Research Services (CRS) questioned the reliability of 
the data on USAspending.gov. We share CRS’s concerns associated with 
USAspending.gov, including incomplete, inaccurate, and other data quality 
problems. More broadly, these concerns also pertain to recipient financial 
reporting in accordance with the Recovery Act and its federal reporting 
vehicle, www.FederalReporting.gov, currently under development. 

Our recommendation: To strengthen the effort to track the use of funds, 
the Director of 0MB should (1) clarify what constitutes appropriate quality 
control and reconciliation by prime recipients, especially for subrecipient 
data, and (2) specify who should best provide formal certification and 
approval of the data reported. 

Agency-specific guidance; DOT and FUWA have yet to provide clear 
guidance regarding how states are to implement the Recovery Act 
requirement that economically distressed areas are to receive priority in 
the selection of highway projects for funding. We found substantial 
variation both in how states identified areas in economic distress and how 
they prioritized project selection for these areas. As a result, it is not clear 
whether areas most in need are receiving priority in the selection of 
highway infrastructure projects, as Congress intended. While it is true that 
states have discretion in selecting and prioritizing projects, it is also 
important that this goal of the Recovery Act be met. 

Our recommendation: To ensure states meet Congress’s direction to give 
areas with the greatest need priority in project selection, the Secretary of 
Transportation should develop clesir guidance on identifying and giving 
priority to economically distressed areas that are in accordance with the 
requirements of the Recovery Act and the Public Works and Economic 
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Development Act of 1965, as amended, and more consistent procedures 
for the Federal Highway Administration to use in reviewing and approving 
states’ criteria. 


Agency Comments 
and Our Evaluation 


We received comments on a draft of our report from the U.S. Office of 
Management and Budget (OMB) and the U.S. Department of 
Transportation (DOT) on our report recommendations. 

U.S. Office of Management and Budget: OMB concurs with the overall 
objectives of our recommendations made to OMB in our report. OMB 
offered clarifications regarding the area of Single Audit and did not concur 
with some of our conclusions related to communications. VvTiat follows 
summarizes OMB’s comments and our responses. 


Single Audit Act 


OMB agreed with the overall objectives of our recommendations and 
offered clarifications regarding the areas of Single Audit. OMB also noted 
it believes that the new requirements for more rigorous internal control 
reviews will yield important short-term benefits and the steps taken by 
state and local recipients to immediately initiate controls will withstand 
increased scrutiny later in the process. 

OMB commented that it has already taken and is planning actions to focus 
program selection risk assessment on Recovery Act programs and to 
increase the rigor of state and local internal controls on Recovery Act 
activities. However, our report points out that OMB has not yet completed 
critical guidance in these areas. Unless OMB plans to change the risk 
assessment process conducted for federal programs under Circular A-i33, 
smaller, but significantly risky programs under the Recovery Act may not 
receive adequate attention and scrutiny under the Single Audit process. 

OMB acknowledged that acceleration of internal control reviews could 
cause more work for state auditors, for which OMB and Congress should 
explore potential options for relief. This is consistent with the 
recommendations we make in this report. OMB also noted that our draft 
report did not offer a specific recommendation for achieving acceleration 
of internal control reporting. Because there are various ways to achieve 
the objective of early reporting on internal controls, we initially chose not 
to prescribe a specific method; however, such accelerated reporting could 
be acliieved in various ways. For instance, OMB could require specific 
internal control certifications from federal award recipients meeting 
certain criteria as of a specified date, such as December 3 1 , 2009, before 
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significant Recovery Act expenditures occur. Those certifications could 
then be reviewed by the auditor as part of the regular single audit process. 
Altern^vely, or in addition, 0MB could require that the internal control 
portion of the single audit be completed early, with a report submitted 60 
days after the recipient's year end. We look forward to continuing our 
dialog with 0MB on various options available to achieve tlie objective of 
early reporting on internal controls. We will also continue to review OMB’s 
guidance in the area of single audits as such guidance is being developed. 


CoiTirnunica.tionS OMB has made important progress relative to some communications. In 

particular, we agree with OMB’s statements that it requires agencies to 
post guidance and funding information to agency Recovery Act websites, 
disseminates guidance broadly, and seeks out and responds to stakeholder 
input. In addition, OMB is planning a series of interactive forums to offer 
training and information to Recovery Act recipients on the process and 
mechanics of recipient reporting and they could also serve as a vehicle for 
additional communication. Moving forward and buildii\g on the progress it 
has made, OMB can take the following additional steps related to funding 
notification and guidance. 

First, OMB should require direct notification to key state officials when 
funds become available within a state. OMB has improved Flinding 
Notification reports by providing a standard format across disparate 
programs, making it easier for the public to track when funds become 
available. However, it does not provide an easily accessible, real-time 
notification of when funds are available, OMB recognized the shared 
responsibilities of federal agencies and states in its April 3, 2009 guidance 
when it noted that federal agencies should expect states to assign a 
responsible office to oversee data collection to ensure quality, 
completeness, and timeliness of data submissions for recipient reporting. 
In return, states have expressed a need to know when funds flow into the 
state regardless of which level of government or governmental entity 
within the state receives the funding so that they can meet the 
accountability objectives of the Recovery Act. We continue to recommend 
more direct notification to (1) prime recipients in states and localities 
when funds are made available for their use, and (2) states-where the state 
is not the primary recipient of funds but has a statewide interest in this 
information. 

Second, OMB should provide a long range time line for the release of 
federal guidance. In an attempt to be responsive to emerging issues and 
questions from the recipient community, OMB's preferred approach is to 
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issue guidance Incrementally. This approach potentially produces a more 
timely response and allows for mid-course corrections; however, this 
approach also creates uncertainty among state and local recipients. State 
and local officials expressed concerns that this incremental approach 
liindere their efforts to plan and administer Recovery Act programs. As a 
result, we continue to believe 0MB can strike a better balance between 
developing timely and responsive guidance and providing some degree of 
a longer range time line so that states and localities can bettor anticipate 
which programs will be affected and when new guidance is likely to be 
issued. OMB’s consideration of a master schedule and its 
acknowledgement of the extraordinary proliferation of program guidance 
in response to Recovery Act requirements seem to support a more 
structured approach. We ^preciate that a longer range time Une would 
need to be flexible so that 0MB could also continue to issue guidance and 
clarifications in a timely manner as new issues and questions emerge. 

U.S. Department of Transportation: DOT generally agreed to consider 
the recommendation that it develop clear guidance {)n identifying and 
giving priority to economically distressed areas and more consistent 
procedures for reviewing and approving states’ criteria. DOT agreed that 
states must give priority to projects located in economically distressed 
areas, but said that states must balance all the Recovery Act project 
selection criteria when selecting projects including giving preference to 
activities that can be started and completed expeditiously, using funds in a 
manner that maximizes job creation and economic benefit, and other 
factors. While we agree with DOT that there is no absolute primacy of 
economically distressed area projects in the sense that they must always 
be started first, the specific directives in the act that apply to highway 
infrastructure are that priority is to be given to projects that can be 
completed in 3 years, and are located in economically distressed areas. 
DOT also stated that the basic approach used by selected states to apply 
alternative criteria is consistent with the Public Works and Economic 
Development Act and its implementing regulations on economically 
distressed areas because it makes use of flexibilities provided by the 
Public Works Act to more accurately reflect changing economic 
conditions. However the result of DOT’S interpretation would be to allow 
states to prioritize projects based on criteria that are not mentioned in the 
highway infrastructure investmeirt portion of the Recovery or the fhablic 
Works Acts without the involvement of the Secretary or Department of 
Commerce. We plan to continue to monitor states' implementation of the 
economically distressed area requirements and interagency coordination 
at the federal level in future reports. 
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Mr. Chairman, Rcpr^entative Issa, and Members of the Committee this 
concludes my statement. I would be pleased to respond to any questions 
you may have. 


Contacts further information on this testimony, please contact J. Christopher 

Mihm, Mang^ng Director for Strategic Issues, on (202) 512-6806 or 
mihny@gao.gov. 

For issues related to WIA, SFSF and other education programs: Cynthia M. 
Fagnoni, Managing Director of Education, Workforce, and Income 
Security, (202) 512-7215 or fagnonic@gao.gov 

For issues related to Medicaid and FMAP programs: Dr. Marjorie Kanof, 
Marjaging Director of Health Care, (202) 512-7114 or kanofm@gao.gov 

For issues related to highways and other transportation programs: 
Katherine A. Siggerud, Managing Director of Physical Infrastructure, (202) 
512- 2834 or siggcrudk@gao.gov 

For issues related to energy ax\d weatherization: Patricia Dalton, Managing 
Director of Natural Resources and Environment, (202) 512- 3841 or 
daltonp@gao.gov 

For issues related to the Edward Bynie Memorial Justice Assistance Grant 
Program: Cathleen A. Berrick, Managing Director of Homeland Security 
and Justice, (202)-512-3404 or berrickc@gao.gov 

For issues related to public housing: Richard J. Hillman, Managing 
Director of Financial Markets and Community Investment, (202) 5 12-9073 
or hillmanr@gao.gov 

For issues related to internal controls and Single Audits; Jeanette M. 
Franzel, Maixaging Director of FinEmcial Management and Assurance, (202) 
512-9471 orfranzelj@gao.gov 

For issues related to contracting and procurement: Paul L. Francis, 
Managing Director of Acquisition Sourcing Management, (202) 512-281 1 or 
francisp@gao. gov 
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Chairman TOWNS. Thank you very much for your testimony. 

Mr. Nahors. 

STATEMENT OF ROBERT L. NABORS II 

Mr. Nabors. Chairman Towns, Ranking Member Issa, members 
of the committee, I appreciate the opportunity to speak with you 
today about the status of our economic recovery and, more particu- 
larly, the Recovery Act’s role in restoring sustainable economic 
growth to our country. 

To understand where we are, it’s important to recognize just how 
dangerous a path our economy was on just a few months ago. We 
are working on coming out of the worst economic crisis since the 
Great Depression. For the fourth quarter of 2008, the United 
States experienced a negative growth rate of 6.3 percent, the worst 
since the recession of 1982. Employment fell every month in 2008. 
The economy has lost a record 5.7 million jobs over the past year 
and 6.5 million since the recession began in December 2007. 

After a long and unprecedented boom, housing prices have fallen 
11 percent since their peak in April 2007. And over that same pe- 
riod, residential investment has fallen by more than 40 percent. 

$9.8 trillion of wealth has been lost in the market. The financial 
crisis has choked off lending, contributing to further economic de- 
cline. And some of our most prominent businesses have closed, 
merged, or been forced to take drastic steps to stay afloat. 

In January and February, when Congress and the President 
worked in concert to approve the Recovery Act, all of us knew the 
economic situation was bad. None of us anticipated just how weak 
the economy truly was, though. 

The financial meltdown contributed mightily to this situation, 
but so did deficiencies in the foundation of our economic growth: in- 
frastructure, health care, education, and clean energy. When we 
have failing drinking water systems, crumbling roads and high- 
ways, substandard or nonexistent broadband service, bridges that 
are graded as dangerous for travel, wastewater treatment plants in 
poor condition, schools that are overcrowded and falling apart, 
thousands of dams labeled as high-hazard or unsafe, the picture is 
clear. 

While these deficiencies are not the only cause of the economic 
problems we face, it is a significant contributing factor. It places 
substantial strain on State and local governments and inhibits the 
ability of businesses to compete. 

From the moment he was elected, the President has put the 
economy front and center. Working with Congress, the administra- 
tion has stabilized the financial market and started to see sta- 
bilization on housing. We are slowing the economic freefall. 

As a Nation, we are moving from a long period of economic slow- 
down to a time of new industry, opportunity, and innovation. The 
Recovery Act is an important part of that effort. The Recovery Act 
is designed to help millions of families weather this downturn, cre- 
ate new jobs, and spark the engines of long-term growth. 

It’s a work in progress, but it’s steady progress. Just this month, 
8 days into July, the Department of Education is helping States 
with their increasing budgetary pressures by accelerating more 
than $2.7 billion in Recovery Act funds well ahead of schedule. The 
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administration opened competition on more than $15 billion in 
high-speed rail, smart grid, and broadband programs. All 50 States 
obligated at least half of their highway funds before the July 1st 
deadline, and, as a result, right now there are more than 1,900 
highway projects under way across the country. 

Also this month, the Department of Energy moved forward with 
more than $460 million for cutting-edge emission reduction projects 
that will be central to the Nation’s innovative clean energy future; 
the Interior Department pressed forward with another $134 million 
for critical water reclamation projects in the West; the Department 
of Veterans Affairs completed $500 million in recovery payments to 
approximately 1.9 million veterans and beneficiaries to help them 
keep pace with their bills. 

Overall, more than 20,000 Recovery Act projects have been ap- 
proved. Almost $201 billion of all Recovery Act funding has been 
obligated or distributed. 

These are many of the things on which the Recovery Act focuses, 
but more importantly, the Recovery Act invested in people. Within 
a few weeks of the act becoming law, we implemented the broadest 
tax cut in history. The Recovery Act provided $288 billion in tax 
cuts and incentives to families and businesses. 

We extended and expanded unemployment benefits and medical 
coverage for people who are still looking for work. We have modi- 
fied the First-Time Homebuyers Tax Credit so it can be used for 
a down payment or for closing costs, helping to stabilize the hous- 
ing market. And, to date, nearly 1.1 million new homeowners have 
claimed the $8,000 credit. 

And the Recovery Act does more, focusing on improving the skills 
and abilities of the American people so we can build better prod- 
ucts more efficiently and effectively. That means improved schools 
and teachers, specialized training for cutting-edge industries, and 
financial help for those men and women ready to start their own 
businesses. 

The American people know that getting out of the economic hole 
will not be easy or quick. They also have every right to know that 
these investments are making a difference. To that end, the admin- 
istration has put forward an unprecedented transparency effort 
that is reliable, accurate, and open. This has never been done be- 
fore at the Federal level. Beginning in October, as Congress man- 
dated, the American people will be able to see how dollars are 
being spent in their local community, who is getting the funds, for 
what projects, and when will the project be finished, and what is 
the benefit to their community. 

The Recovery Accountability and Transparency Board, led by 
Earl Devaney, has the responsibility to track how dollars are being 
spent. 0MB is working in full partnership with the board to make 
sure that the dollars are invested smartly and to stop waste, fraud, 
and abuse. 

Our mission is simple: Fund projects that can make a difference 
today with new jobs and opportunities while building strength for 
the economy for many years to come. 

Is this easy? No. Is our work complete? Not even close. But we 
are on the right path. Last month, the economy lost 467,000 jobs. 
And let’s be very clear about this: 467,000 jobs lost in a month is 
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467.000 jobs too many, but is much slower than the pace that we 
saw in the first quarter, when the average monthly job loss was 

691.000 jobs. 

We are making progress, but we still have a long way to go. A 
9.5 percent unemployment rate is not acceptable. Neither are the 
daily 

Chairman TOWNS. Mr. Nabors, could you summarize? Your time 
is up. 

Mr. Nabors. I thank you again for the opportunity to testify be- 
fore you, and I look forward to answering any questions that you 
have. 

[The prepared statement of Mr. Nabors follows:] 
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Robert L. Nabors II 

Deputy Director of the Office of Management and Budget 
Testimony for the House Committee on Government Oversight and Reform 

July 8, 2009 

Chairman Towns, Ranking Member issa, Members of the Committee, thank you for inviting me 
to speak to you today about the implementation of the American Recovery and Reinvestment 
Act. 

To understand where wc are, it is important to recognize how dangerous a path our economy was 
on just a few months ago. We are working to come out of the worst economic crisis since the 
Great Depression. For the fourth quarter of 2008, the United States experienced a negative 
growth rate of 6.3 percent, the worst since the recession of 1982. Employment fell in every 
month of 2008. The economy has lost a record 5,7 million jobs over the past year and 6.5 
million since the recession began in December 2007. The manufacturing and construction 
sectors have accounted for nearly half of total job losses. 

After a long and unprecedented housing boom, house prices have fallen 1 1 percent since their 
peak in April 2007, and, over the same period, residential investment has fallen by more than 
more than 40 percent. 

$9.8 trillion of wealth has been lost in the market. The financial crisis has choked off lending, 
contributing to further economic decline. And some of our most prominent businesses have 
closed, merged, or been forced to take drastic steps to stay afloat. 

In essence, we are facing a significant gap between what our economy is capable of producing 
and what it is actually producing. Equal to about $1 trillion in 2009, this output gap is equivalent 
to roughly seven percent of the estimated potential output of our economy. 

In January, when this Congress was sworn in and when the President took the Oath of Office, 
when we worked in concert to approve the Recovery Act, no one knew the full depth of this 
recession. Make no mistake, all of us knew the economic situation was bad; none of us expected 
that it was so terribly off track. 

Immediately after taking office, the President and the Congress focused on restoring the demand 
for goods and services that our economy could produce with its existing capacity as the key to 
returning the nation to a path of economic growth. Passing the Recovery Act was an important 
step to provide immediate relief to struggling families, create and save jobs, and jumpstart the 
economy. Signed just 28 days after the President took office; the Recovery Act is bigger than 
any comparable effort in American history — amounting to about 2.5 percent of GDP each year 
for the next two years. By contrast. Federal stimulus during the first year of Franklin 
Roosevelt’s first frill year in office amounted to 1 .5 percent of GDP and was mostly reversed the 
next year. 

The Recovery Act was crafted to address both the immediacy of this recession and invest in 
rebuilding our economic foundation. For too long, core infrastructure building blocks have been 
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neglected. As an example, the American Society of Civil Engineers gives the nation’s 
infrastructure a dismal grade of “D,” noting the country’s failing drinking water systems, 
crumbling roads and highways, and inland waterways that cannot handle today’s capacity. 

Add to that crumbling foundation the skyrocketing costs of health care, the inconsistent 
education in our classrooms, tlie incredible pressures of global competition, and the overreliance 
on foreign energy, and it quickly becomes clear that our challenge is more than most of us ever 
imagined. 

Priorities 

President Obama has put the economy front and center. Working with Congress, the 
Administration has stabilized the financial markets and started to see stabilization on housing. 

We are slowing the economic freefall. As a nation, we arc moving from a long period of 
economic slowdown to a time of new industry, opportunity, and innovation. The Recovery Act 
is an important part of that effort. 

The Recovery Act invests in those things that create jobs now while strengthening the foundation 
for sustainable economic growth. It also invests in people, providing direct support to families 
and small businesses stmggling to keep ahead of the recession’s pressures. 

Just this month, eight days into July, the Department of Education is helping states with their 
increasing budgetary pressures by accelerating more than S2.7 billion in Recovery Act funds 
well ahead of schedule. The Administration opened competition on more than $15 billion in 
high-speed rail, smart grid, and broadband programs. All 50 states obligated at least half of their 
highway funds before the July 1 deadline. As a result, right now, there are more than 1,900 
highway projects underway across the country. 

An important point on transportation funds: States are routinely receiving low bids for highway 
and airport construction projects that arc 10 to 20 percent and, in some cases, 30 percent lower 
than expected. These lower bids arc allowing states to stretch taxpayer dollars, complete 
additional projects, and create more jobs. 

Also this month, the Department of Energy moved forward with more than $460 million for 
cutting-edge emission-reduction projects that will be centra! to the nation’s innovative clean- 
energy future. The Interior Department pressed forward with another $134 million for critical 
water reclamation projects in the West. The Department of Veterans Affairs completed $500 
million in Recovery payments to approximately 1,9 million Veterans and beneficiaries to help 
them keep pace with their bills. And the EPA released more than $82 million for clean die.sel 
projects throughout the country. 

Overall, about 34 percent of Recovery Act funding is being distributed through grants or direct 
Federal spending by the Federal agencies. Of those funds, about 80 percent are grants. Of these 
grants, approximately $88 billion are competitive awards and approximately $135 billion are 
distributed through block or formula-funds to States and localities. 
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Investments in people are providing immediate help to struggling families. 

Approximately 37 percent of the funding is in tax credits and incentives that increase Americans’ 
disposable income and help spur the production of consumer goods and put people back to work. 

Tax relief began to appear in Americans’ paychecks in April. So far, there has been about $15 
billion in tax breaks through the Making Work Pay tax provision that increases 95 percent of 
working American households’ take-home pay. It is anticipated that this tax cut will increase 
consumer spending on products that they haven’t been buying over the past year-and-a-half 
Such spending in turn helps to create economic activity that would not have otherwise occurred, 
and thus stimulate further job growth through a multiplier effect. 

Another important piece of the Recovery Act is the change to the First-Time Homebuyers Tax 
Credit. The Act modifies the credit so it can be used for a down payment or closing costs, 
helping to stabilize the housing market. To date, nearly 1.1 million new homeowners have 
claimed the $8,000 credit. 

And the Act does more, focusing on improving the skills and abilities of the American people so 
we can build better products more efficiently and effectively. That means improved schools and 
teachers, specialized training for green jobs and cutting-edge industries, and financial help for 
those men and women ready to start their own business. 

Helping people also means strengthening the resources available to people who find themselves 
without work and in need of assistance. 

The Recovery Act extends or expands programs like Unemployment Insurance, Social Security 
Income and FMAP. These programs account for about 29 percent of total Recovery Act funds. 
They are focused on providing people with a safety net during these difficult times while moving 
money back into the economy by increasing demand for basic necessities like groceries and 
medical supplies. 

Additionally, recession-related job losses threaten health coverage for many families. To help 
people maintain coverage, the Recovery Act provides a 65 percent subsidy for COBRA 
continuation premiums for up to nine months for workers who have been involuntarily 
terminated and for their families. With COBRA premiums averaging more than $1,000 a month, 
this assistance is vitally important. 

At a time when private sector spending is low, these government investments are creating and 
saving jobs as well as completing important work that needs to be done. 

The Committee undoubtedly will hear from these Governors about the fiscal pressures facing 
states. They face very difficult choices. A recent analysis by the Center for Budget and Policy 
Priorities found that the Recovery Act - through these safety-net and fiscal stabilization 
investments — is providing states with much-needed relief, reducing the size and extent of budget 
cuts and closing 30 to 40 percent of state fiscal shortfalls. We will continue to work with states 
in the months ahead to make sure that we keep our eye on the future - reforming health care and 
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bringing down its cost, investing in health care, and creating new clean energy jobs - so that we 
can build a new, solid foundation for our children and grandchildren. 

Impact 

The investments we are making through the Recovery Act are having an impact. They are 
stimulating the economy, creating jobs, providing aid to hard-hit individuals and communities, 
and advancing key longer term priorities. 

As of June 30, almost $201 billion, or approximately 26 percent, of all Recovery Act funding 
had been obligated or distributed. This includes $1 57.7 billion of obligations, representing all 
major agencies — of which over a third has been outlaid — and $43.2 billion of tax relief. 

Improvements to safety-net programs are providing immediate relief to the nation’s most 
vulnerable citizens. For example, 54 million seniors are receiving $250 Social Security payments 
in the mail, and Veterans are receiving similar payments. States have received more than $21.9 
billion in assistance to avoid Medicaid cuts. This accounts for nearly 90 percent of the total 
amount that was appropriated for the program under the Recovery Act. Last week, the Bureau of 
Economic Analysis reported that Recovery Act benefits - like the $250 relief payments and the 
tax credits - boosted personal income by $17 billion in May. 

Investments in discretionary programs are creating or saving jobs and improving communities. 
For example, 40 states have now qualified for their share of the $44 billion in State Fiscal 
Stabilization Funds under the Recovery Act, an investment that is expected to create or save 
hundreds of thousands of education-related jobs. 

Since April, Recovery Act tax cuts and spending program increases have contributed to increases 
in real disposable personal income (DPI). DPI increased by 1 .6 percent in May and 1.2 percent 
in April, after decreasing in February and stagnating in March. According to the Bureau of 
Economic Analysis, the May change in DPI was boosted by the Recovery Act provisions that 
reduced taxes and increased government social benefit payments. Absent these factors, BEA 
estimates that DPI would have increased by just 0.2 percent in May, and 0.9 percent in April, 

Real Personal Consumption Expenditures also increased slightly in May, after stagnating or 
declining in all months since Febniary. 

Further, the Recovery Act is making significant resources available to States that are struggling 
during these difficult economic times. Since almost all States have to balance their fiscal 
budgets, even in the face of recession, 40 have cut benefits and services, 28 have raised taxes, 
and more are considering both measures. These actions deepen the impact of the downturn, but 
the cuts and tax increases would have had to be much larger without the Recovery Act. 

There is clear evidence that these investments are helping States to weather this recession. As 
outlined in the GAO report released today. Recovery Act funding has relieved pressure on state 
budgets, allowing them to provide better service and avoid job cuts. States reported that because 
of the Recovery Act, they were able to maintain current Medicaid benefits and eligibility levels 
and meet the rising level of need. School district officials reported that the State Fiscal 
Stabilization Fund (SFSF) would offset budget cuts so that they could maintain staffing levels. 
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The New York City School district estimated that this would save approximately 14,000 jobs. In 
California, the SFSF is helping to keep college more affordable by enabling the State to raise 
tuition by 9.2 percent instead of 26 percent. 

Last week’s report on the employment situation made it clear that we face important challenges 
as we work to end this severe recession. But, the fact that leading indicators, such as building 
permits, orders for advanced durable goods, and measures of consumer confidence, have turned 
upward is an encouraging sign that the Recovery Act and our programs to stabilize the housing 
sector and financial markets are having a positive impact. Both the Administration’s estimates 
and those of private forecasters suggest that the impact of the Recovery Act will increase 
substantially over time, and will move from leading indicators to genuine economic expansion 
and crucial job creation. 

Implementation 

To maximize the effectiveness of the Recovery Act, it is crucial that all levels of government 
take extraordinary measures to implement its programs quickly yet wisely. 

From the moment that the President signed the Recovery Act, he stressed the great responsibility 
that comes with implementing a recovery package of this size, and that all levels of government 
would be held accountable for the results. The Act is an unprecedented response to a record 
recession; similarly, the transparency and oversight involved are also unprecedented. 

Both the President and Congress have been active in assembling a strong leadership structure for 
Recovery Act implementation. Within a week of signing the Act, the President designated Vice 
President Biden to coordinate the Federal response to the Act. The Vice President’s office — 
together with 0MB — has set up a Recovery Act implementation team, and Vice President Biden 
is regularly engaged with their efforts. Since February 1 1, the Vice President has participated in 
over 40 events, cabinet meetings, and conference calls related to the Recovery Act. 

In order to develop a structure for creating transparency and accountability, there are a number of 
other entities that play critical roles in Recovery Act implementation. 

Within the Act, Congress established the independent Recovery Accountability and 
Transparency Board — which is chaired by Earl Devaney and includes 12 Federal inspectors 
general. The Board is responsible for coordinating and conducting oversight of Recovery Act 
funds to prevent fraud, waste, and abuse. It is tasked with producing quarterly and annual reports 
on the use of Recovery Act funds. It also makes recommendations to agencies about how they 
can spend money better. Pursuant to the requirements of the Act, the Board also maintains 
Recovery.gov, which is designed to make information about Recovery Act spending available to 
the public to provide greater accountability and transparency. The Administration initially 
launched the website on the day that the Act was signed and the Board w'as established. 

However, the Board now has full control over website and makes all decisions with respect to 
what content is included and how it is displayed. 
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In addition to the Vice President and the Board, the responsibility for oversight and 
implementation is a shared responsibility of Federal, State, and local governments. To name a 
few: 

• The Government Accountability Office (GAO) is tasked with a range of responsibilities 
including conducting bimonthly reviews on how fonds are used by select States and 
localities; reviewing certain areas like education, small business and health care; and 
commenting on recipient funding reports. 

• The Council on Economic Advisers (CEA), in consultation with OMB and the Treasury 
Department, submits quarterly reports to the House and Senate Appropriations 
committees on the impact that Recovery Act programs are having on employment, 
estimated economic growth, and other key economic indicators, 

• Tlie Congressional Budget Office (CBO), along with GAO, will provide comments on 
quarterly reports within 45 days of their submission. 

• The inspectors general for Federal departments and agencies conduct audits and respond 
to the public’s concerns about the use of Recovery Act funds, 

• The Federal agencies themselves are responsible for producing detailed spend plans, 
reporting on their specific programs, and have the principal responsibility for executing 
those programs. They do all of this in close partnership with the State and local 
governments who receive funding for most discretionary programs and are responsible 
for executing them at the ground level. 

• Almost all states have appointed Recovery Coordinators who communicate regularly 
with the Administration about reporting guidance and other significant issues. 

Role of OMB 

The role of the Office of Management and Budget is to coordinate the “nuts and bolts” of 
Recovery Act implementation within the Executive branch and make sure that these 
implementation efforts are consistent with the Act’s mission and the President’s priorities. 

We work closely with the agencies to oversee their progress on Recovery Act implementation — 
from planning, to implementation, to audit and evaluation. In practice, this means everything 
from designating officials within agencies to be accountable for Recovery Act implementation, 
to reviewing agency Recovery plans and projects, to coordinating the technology and processes 
for collecting data. 

One of our principal responsibilities is to uphold the President and Congress’ commitment to the 
American people that the Recovery Act be implemented with an unprecedented level of 
transparency and accountability. Section 1 5 1 2 of the Recovery Act holds recipients of Recovery 
Act funding accountable for reporting data with greater detail and speed than ever before. 


6 



91 


Section 1512 requires that within 1 0 days of the end of each quarter (beginning in October 
2009), all recipients of Recovery Act funds submit reports to the agencies from which they 
received ftmds. Those reports are to be published by the Recovery Board within 30 days of each 
quarter’s end. By law, these reports require recipients across the nation to publicly present new 
information on how dollars are being spent, including; 

• The total amount of recovery funds received from the agency; 

• The amount of recovery ftmds received that were expended or obligated to projects or 
activities; and 

• A detailed list of all projects or activities for which recovery funds were expended or 
obligated, including the name of the project or activity, description, and an evaluation of 
its completion status, an estimate of the number of jobs created and retained, a rationale 
for cases of infrastructure investments, and detailed information on any subcontracts or 
sub-grants awarded by the recipient (aggregate reporting is allowed on awards below 
$25,000). 

To initiate these reporting requirements, 0MB has released three rounds of implementing 
guidance. The first was issued just one day after the President signed the Recovery Act. From 
the very beginning, our guidance has called on agencies to go beyond standard operating 
procedures and recognize the need for an unprecedented degree of transparency. We have 
consistently asked for information beyond what is required by the Recovery Act itself in order to 
uphold the President’s commitment to the American people. 

While the Recovery Act does not require full and comprehensive financial reporting or name a 
specific date at which reporting must begin, wc wanted to have information as soon as possible. 
Our initial implementing guidance established a financial reporting system effective immediately 
that was more comprehensive than that mandated by law. We asked agencies to report their total 
obligations and outlays, and their block grant allocations, and major communications each week. 
In order to make sure that agencies were distinguishing Recovery Act dollars fi'om other funds, 
we required unique Treasury appropriation fund symbols in agency financial systems that would 
clearly identify Recovery Act dollars to anyone looking at the data. Much of the data that is 
currently available on Recovery.gov was collected because of the financial reporting 
requirements that were included in OMB’s initial guidance. 

As we worked to achieve unprecedented levels of disclosure, it quickly became clear that there 
was a huge public demand for this information. Recovery.gov received 3,000 hits per second the 
day it was launched and more than 150 million hits by early March. In early April, we 
responded to the public appetite for more information in our second round of guidance, which 
asked agencies to provide “significant” funding announcements to 0MB as they occur in order to 
provide a better “real-time” sense of what projects are being funded, where they arc, and how 
much funding they are receiving. 

This round of guidance also took a forward-looking approach by beginning preparations for 
meeting the October 10 funding disclosure deadline. The guidance provided details on the 
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recipient reporting requirements that would begin at this time and established standard data- 
defmitions, as well as standardized Terms and Conditions for Federal grants, loans, contracts, 
and other awards. The guidance also announced for the first time that 0MB and the Recovery 
Board would oversee the development of a centralized technological platform to streamline the 
process through which data is collected and made available to the Recovery Board for 
publication on Recovery ,gov. 

Finally, we used this round of guidance to underscore the importance of facilitating an open 
discussion with the American people about the implementation of the Recovery Act by 
establishing a “comment period” that allowed the public to provide additional input and feedback 
on our guidance. We have taken this feedback seriously, as is reflected in our third and most 
recent round of guidance, issued on June 22. 

This latest guidance further clarifies the reporting process as we approach the October 10 
deadline and addresses continued demand for more information. On the technology front, the 
guidance includes a clear overview of how the central reporting platform — 

Federalreporting.gov — will function, and what this will require of recipients. 

The guidance explains that, by October 10, recipients will be required to report on project 
descriptions, the status of funds, job creation, and sub-recipient information, as established by 
Section 1 5 1 2 of the Recovery Act. It also includes detailed information on each of these 
elements, focusing on specific areas where we know particular public concern exists. 

For example, since the Recovery Act became law, uncertainty has remained about the 
methodology for counting the number of jobs that have been created or retained. The new 
guidance gives primary Recovery funding recipients’ two options to report on the jobs that they 
are creating or saving. The preferred option is direct counting, and OMB strongly encourages 
prime recipients to make a direct employment count for each Recovery-funded project. 

However, we were mindful of the burden that this might place on some recipients, and realized 
that this could distract attention from critical recovery activities. So, the guidance offers prime 
recipients the option of extrapolating the jobs impact after collecting a set of verifiable project 
data. Funding departments and agencies will provide instructions on the standards for 
implementing this method. 

In addition to meeting the data elements required by Section 1512, OMB also responded to 
public desire in expanding the depth of reporting requirements on Recovery Act expenditures. 

We felt that it was within the spirit of the Recovery Act to do this, so we asked prime recipients 
(e.g.. States) and sub-recipients (e.g., localities receiving awards from the States) to report on any 
vendors paid more than $25,000 to help with a project as dealers, distributors, merchants, or 
other providers of goods and services needed to conduct a Federal program. We worked closely 
with the Recovery Board to develop this additional requirement, and we listened to the 
Congressional and public input that we received. We believe that this additional requirement 
will provide a valuable tool for tracking dollars down to the local entities and their vendors. This 
level of visibility has never before been available to the public on grants. 



For federal contracts, the prime contractor has the primary responsibility for collecting and 
reporting information on the use of Recovery funding, including significant products or services 
provided, totals for invoices submitted to the govenunent, and specific information on the 
prime’s subcontracts. Required subcontract information includes subcontractor name, location, 
dollar value of the subcontract, and products or services to be provided. Once again, OMB’s 
guidance goes beyond the transparency requirements included in the Recovery Act and also 
requires compensation information from prime contractors. This information will be available to 
the public for the first time in October. 

The 0MB analysis shows that, for about 95 percent of Recovery Act dollars subject to reporting 
requirements, data on prime recipients and sub-recipients will capture virtually all critical 
spending information. This means that most of the significant spending on projects and activities 
will be initiated by the either the prime recipient or sub-recipient. For example, in transportation 
and energy programs, the prime recipient (i.e., state) or that prime recipient’s sub-recipient (i.e., 
local municipality) will do most of the actual spending (to pay contractors or vendors) for 
projects funded by Recovery dollars. In these program areas, our analysis has determined that 
the existence of a second tier sub-recipient (i.e., a lower-level municipality receiving funds from 
a sub-recipient) doing any significant spending of Recovery dollars will be limited. 

Part of OMB’s job in determining the scope of reporting requirements is help maintain an 
appropriate balance between gathering information and creating undue burden. When adding 
specific data elements, it is critical to weigh the potential benefit of specific information against 
the burden that collecting it would place on recipients. 

There is a rigorous process of assessment before making these kinds of decisions. For example, 
prior to adding the vendor data requirements into our most recent guidance, 0MB vetted the 
concept with recipients, the Recovery Board, and GAO, Together, we determined that it was 
feasible to require prime recipients to report on vendor identity, purchase amount, and purchase 
description. Likewise, we determined that more planning and outreach would be necessary 
before extending similar requirements to smaller sub-recipients, and so we required that they 
report only on vendor identity. 

Responsiveness 

The Administration will continue to monitor progress and work with agencies to improve our 
processes for data collection. We’ve shown ourselves to be responsive to concerns raised by 
Agencies, States and localities, members of Congress, and the public. 

As noted in the GAO report issued this week, OMB has worked very closely with a broad array 
of stakeholders on the development of guidance materials and each policy we have issued 
reflects critical input from the public. Specifically, OMB’s regular communications with groups 
like the National Governors’ Association and the National Conference of State Legislatures have 
infomied our guidance. In addition, we hold weekly conference calls with groups representing 
State Auditors, Comptrollers, Treasurers, CIOs, and Budget and Procurement officers. 
Representatives from OMB have also participated in the National State Auditors Association 
Conference, the National Association of State Treasurers Conference, and the Association of 
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Government Accountants Conference. OMB has also held “town hall” meetings with 
representatives from agencies, States, and localities. 

In short, we listen to feedback. We view ourselves as being part of an ongoing conversation with 
Agencies, States and localities, and the American people, and we look forward to their continued 
feedback over the coming weeks and months. 

As we approach the October 10 reporting deadline and beyond, we will continue to focus on 
exactly this sort of self-assessment. We will actively solicit feedback and think about how to 
perfect the reporting process so that ^e can get the best information possible while avoiding 
placing excessive burdens on recipients. 

Between now and the deadline, we are running trials on FederalReporting.gov to make sure that 
it will operate smoothly during the upcoming data collection period, while also working closely 
with the Recovery Board to plan a series of seminars to train agencies and recipients about how 
to use this new technology. We have already begun to explore options for expanding the system 
so that if we do decide that any additional data elements are necessary, we will be able to 
implement those changes efficiently. 

After October 10, we will conduct aggressive outreach and fact-finding to see how the process is 
working for recipients so that we can help them troubleshoot and determine whether there is a 
need to collect further data elements and a capacity to do so without taxing the system beyond 
the point that is productive. 

We are committed to undertaking a thorough analysis of burden before making further decisions, 
In doing this analysis, we will consult Congress to help us understand the nature of the reporting 
burden at the local level, its potential impact, and strategies for overcoming these hurdles so that 
critical spending data can be made available to the public. 

Next Steps 

Perfecting our reporting requirements and data collection will feature prominently in our efforts 
over the next two to three months. These are important steps that we have to take in order to live 
up to the President’s promise of transparency and accountability. However, we need to do so 
without losing sight of the big-picture — putting Americans back to work, increasing 
consumption and the demand for goods and services, and providing people with resources and 
services that will help them to weather difficult times. 

We have accomplished a lot in a short time, but we still have a long way to go, and we need to 
steadily increase the pace of our Recovery Act work. The President and the Vice President have 
outlined an aggressive agenda for the next Iwo-to-three months with the goal of creating or 
saving hundreds of thousands of jobs by the time that the second “hundred days" of the Recovery 
Act are completed. 

As we move forward into the summer and the final months of the fiscal year, we need to 
continue to balance the conflicting pressures of speed, quality, and accountability. We are 
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committed to doing what it takes to sustain that balance, implement the Recovery Act 
effectively, and help overcome this recession and make progress towards long-term prosperity. 

Is any of this easy? No. Is our work complete? Not even close. But are we on the right path? 
Yes, without question. 

The President is not satisfied - and will not be satisfied — until we are adding jobs again, 
providing Americans with the dignity of a Job and a dependable income, and ensuring that 
everyone who wants to can get to the middle class and stay there. That’s why we will continue 
to do whatever is necessary to put Americans back to work. 

Mr. Chairman, we know that, in times of past economic crisis, the government did not make the 
solutions. Rather, government gave the American people the tools to fix what was broken. 
Government catalyzed private enterprise. Government energized people and opportunity. That 
is what we are working to accomplish again today. 

I thank you, again, for this opportunity, and I look forward to answering any questions you might 
have. 
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Chairman TOWNS. Thank you very much. 

We will now move to the question period. Each Member will have 
5 minutes, and, of course, I will begin. 

Mr. Dodaro, has the act helped to lessen the financial burden on 
States, or are we currently in a wait-and-see mode? 

Mr. Dodaro. In terms of the current financial crisis in the 
States? I’m sorry, Mr. Chairman, I 

Chairman Towns. Yes. Has the act helped to lessen the financial 
burden on States, or is it too early to tell? 

Mr. Dodaro. No, I think it’s clear that the Recovery Act has 
helped in accomplishing one of its objectives, which was to help sta- 
bilize State and local government budgets. I mean, the States are 
under fiscal stress. 

If I might, Mr. Chairman, there’s a chart that I brought here in 
anticipation of this question. If you look at the solid line, this is 
the estimated path of the Federal Government’s annual deficit. You 
can see it’s on a downward trajectory under current expectations. 
And this chart hasn’t been fully updated yet because we’re using 
State data. 

If you look at the trajectory for State governments in the aggre- 
gate in terms of their fiscal condition to the Federal Government, 
you get the dotted line on the bottom, which means that the States 
and localities are on the same unfortunate trajectory that the Fed- 
eral Government is with regard to a protracted period of time of 
deficit situations. 

So I think — and you can see the drop in 2009 there in the begin- 
ning. And we report in our latest update that the State revenue 
projections are falling short in virtually every State due to the eco- 
nomic recovery. But this is not a short-term phenomenon, we be- 
lieve, with the States and local governments, and there’s a long- 
term structural problem with the Federal Government’s financing, 
as well. 

But, in the short term, the Recovery Act is helping the States 
deal with their fiscal stresses. But we haven’t seen the full story 
here that will unfold over the next few years. 

Chairman TOWNS. Now, in the 16 different States measuring the 
progress of the implementation of the Recovery Act, in your opin- 
ion, what is the greatest difficulty that may prevent States from 
being ready to report on October 10th? What do you see as a prob- 
lem? 

Mr. Dodaro. I think the States face the same challenges that the 
Federal Government faces in that the time objectives here, the 
timeliness of the reporting and the accuracy and the completeness 
of the reporting will be a stretch goal for the States, as well as it 
will be for the Federal departments and agencies. 

Now, I think 0MB, in their latest guidance, has made a good 
step to clarify a number of areas regarding the reporting area. 
They’ve given some guidelines on data that’s required and what 
formats. So I think that’s a good step in the right direction. We’ve 
made some recommendations for 0MB to continue to work with the 
States to clarify some of the reporting guidance, give some exam- 
ples of how it’s to be implemented. 

But I think underlying it all is the timeliness of the reporting 
and the accuracy and completeness of the reporting. I see that as 
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the biggest challenge. And that’s why we recommended increased 
support on the part of the Federal Government to help with the 
oversight structures in the States. 

Chairman Towns. Right. 

Let me ask you this, Mr. Nabors. How great is the risk of inac- 
curate job creation and preservation numbers? 

Mr. Nabors. Could you repeat that question, sir? 

Chairman TOWNS. Well, let me ask another one first. June guid- 
ance, the definition of a full-time job is basically left up to the 
States and other entities receiving Recovery Act dollars. How great 
is the risk of inaccurate job creation and preservation numbers? 

Mr. Nabors. I think with all of our data collection efforts we’re 
very concerned 

Chairman TOWNS. Is your mic on? 

Mr. Nabors. Yes. 

I think with all of our data collection efforts we are very sen- 
sitive about the possibility of incorrect or inaccurate data. 

One of the things that we are planning on doing in order to fol- 
lowup with State and local governments, in part based on rec- 
ommendations from GAO and in part based on comments and con- 
cerns that we’ve heard from the Hill and from the States, is we are 
planning on doing a series of Web-based seminars so that we can 
walk through with the States exactly what we are looking for in 
terms of the various reporting requirements that we have, to help 
clarify exactly what we intend to do and what we expect them to 
report with regard to all of the data elements due in October. 

Chairman Towns. Could you be specific? When exactly do you 
expect to have that? 

Mr. Nabors. We are actually planning, I believe, to announce 
today the specific dates on the Web-based seminars. And that will 
be occurring in the next few weeks. 

Chairman Towns. My time is up. I have to respect the red light, 
too, my staff just said. 

Thank you very much. 

I now yield to the ranking member, Mr. Issa. 

Mr. IsSA. Mr. Chairman, you know, now that the gentleman, the 
Capitol Hill policeman who used to occupy C Street has retired, 
you could, in fact, be known as the Red Light King, replacing him. 
But I thank you for your holding us all to that high standard. 
That’s an inside thing for those of us who tried to cross at that 
street over the years. 

Mr. Nabors, a quick question. If the Governors we’re going to 
speak to later, if they issue a retention bonus — in other words, new 
dollars, additional dollars — to retain State employees, is that a job 
retained, those dollars, in your opinion? 

Mr. Nabors. I would have to look at explicitly what they are 
doing, but I would not necessarily include it as a job retained. 

Mr. Issa. OK, so you will come back to us with a written answer, 
whether you’re discounting that? 

Mr. Nabors. Absolutely, sir. 

Mr. Issa. Now, the American people are not enjoying cost-of-liv- 
ing increases, for the most part. As a matter of fact, in many cases, 
their pay is going down. 
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If a State uses stimulus money to support a cost-of-living in- 
crease across the board for State employees, would you discount 
that, because if they didn’t receive it and chose to do a freeze on 
cost-of-living increases, wouldn’t they, in fact, have retained every 
job while not spending our money? 

Mr. Nabors. Well, it’s not clear that Recovery Act dollars can be 
used specifically for that purpose. 

Mr. ISSA. All money is fungible, Mr. Nabors. The question very 
specifically, because I need to know your standard if I’m going to 
appreciate the numbers that you say are so hard to get: If, in fact, 
the assumption is that States are not using money for cost-of-living 
increases but they do cost-of-living increases, isn’t that reasonable 
to discount off the jobs saved, since not doing cost-of-living increase 
is likely not to lead to mass losses and a 10, 11, 12 percent unem- 
ployment, depending upon the State? 

Mr. Nabors. I think that is a fair 

Mr. IsSA. OK. Well, I would appreciate, when your numbers come 
back, if you’d address those two issues, of whether they were cal- 
culated in or out. 

Mr. Dodaro, your chart there — like most people who got business 
degrees, we were required to take stats, and we hated it. But the 
one thing I learned about statistics and a curve like that is that, 
if you begin the start date at a particular time, any curve can look 
like almost anything. That curve begins when, since it’s so far 
away? 

Mr. Dodaro. I think it’s 2008. It’s 2008. 

Mr. IsSA. It’s 2009, isn’t it? 

Mr. Dodaro. 2009 is the second data point where you see the 
drop-off — oh. I’m sorry, excuse me. It starts at 2005, and then the 
next data point is 2009. I’m sorry. 

Mr. IssA. OK. So the big dip, what is that big dip year? 

Mr. Dodaro. The big dip is the effect of the recession on reve- 
nues, both at the Federal Government level and at the State gov- 
ernment level, and, in addition, the additional Federal expendi- 
tures for both the stability for the banking system as well as the 
economic stimulus. 

So it’s the net effect. This is the net deficit figures. 

Mr. IssA. OK. I wanted to understand that because it is an un- 
usual chart to see. 

Mr. Nabors, I was very interested in your testimony and particu- 
larly a statement which I’ll read quickly that says, “Since almost 
all States have to balance their fiscal budgets even in the face of 
recessions, 40 have cut benefits and services” — which is why I 
prompted the first question — “28 have raised taxes, and more are 
considering both measures. These actions deepen the impact of the 
downturn, but the cuts and tax increases would have been much 
larger without the Recovery Act.” 

Now, it seems like you’re saying tax increases are bad there. Is 
that true? 

Mr. Nabors. I think in a time of an economic recession we be- 
lieve that we should try to avoid additional tax increases. 

Mr. IsSA. OK. So you would join me in saying that the tax in- 
creases with cap-and-trade last week were probably a bad idea in 
Congress at a time of deep recession? 
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Mr. Nabors. I don’t necessarily agree with that. 

Mr. ISSA. Oh, so you’re out of step with the administration in this 
statement. 

OK. Well, I’ll take it as appropriate that, in fact, tax increases 
should he avoided, but I do have a question. When you say 40 have 
cut benefits and services and more are considering both measures, 
just taking the benefits and services as my final question, at a time 
when there’s 10 percent unemployment, at a time when the burden 
and the deficits — is it your opinion and the administration’s opin- 
ion that these cuts are inappropriate? Or is it your opinion that 
States should look for opportunities to cut any program that is not 
essential in their services? 

Mr. Nabors. I think the President has been very clear at the 
Federal level, and we would look at this at the State and local level 
as well, is that inefficient programs should always be reduced or 
cut. 

I think that the concern that we have right now is that the chief 
problem facing the economy is a demand problem. We need to en- 
sure that there’s appropriate amounts of goods spending going on 
in the economy to make sure that the demand is increased so that 
economic growth can actually occur. 

What we are concerned about is that, because of the balanced 
budget amendments in various States, that States are making un- 
wise choices right now simply to balance their budget, not based 
on the relative success or failures of particular programs. 

Mr. IsSA. Thank you. 

And thank you for your indulgence, Mr. Chairman. 

Chairman Towns. Thank you very much. 

I now yield 5 minutes to the gentleman from Maryland, Mr. 
Cummings. 

Mr. Cummings. Thank you very much, Mr. Chairman. 

Mr. Dodaro, let me ask you this. You were talking a little bit ear- 
lier about — you showed the chart, you were pointing to the chart 
and showing how the Federal economic situation is and then com- 
paring it to the States. 

Mr. Nabors just mentioned something that’s so significant. 
States, many of them — I guess all of them, most of them, have 
some kind of requirement that they have a balanced budget. That’s 
a real problem, isn’t it? 

Mr. Dodaro. Well, it’s 

Mr. Cummings. The reason why I’m trying to make this compari- 
son is, when they are trying to balance a budget, and they’ve got 
to have one, that is kind of an unfair comparison, isn’t it? 

Mr. Dodaro. Well, we’re not trying to compare it from the stand- 
point of saying that it’s not a difficult challenge. In fact, most of 
the States in the discussions we’ve had with them — and I have a 
lot of contact with State auditors, as well. What we’re trying to il- 
lustrate is that the States are going to be under fiscal stress. 

So the challenge for them to balance their budget right now is 
difficult, and it will be difficult for the foreseeable future based on 
these trends. So we’re trying to just illustrate it that they have a 
significant challenge ahead of them that’s similar to the Federal 
Government’s challenge in dealing with its deficits. 



100 


Mr. Cummings. And so, Governors play a very significant role in 
this process, is that right? 

Mr. Dodaro. That’s definitely true. 

Mr. Cummings. And on that note — I know our Governor from 
Maryland will be testifying shortly. Governor O’Malley, who has 
done an outstanding job with regard to this stimulus program. 

But, speaking of Governors, Mr. Nabors, in Governor Rendell’s 
written testimony — I don’t know if you’ve seen it, but he comments 
on behalf of the National Governors Association. Governor Rendell 
expressed concern that Governors are not informed when Recovery 
Act funds are sent from a Federal agency directly to recipients lo- 
cated within their State. For instance, the Department of Housing 
and Urban Development approves and sends funding directly to 
local public housing authorities. 

GAO recommended in its April 2009 report and again in their re- 
port today that 0MB take steps to notify States of such funds fiow- 
ing into a State. Mr. Dodaro just said that Governors play a signifi- 
cant role. We’ll have three of them here in just a few minutes. 

The question becomes, why has not GAO taken on those rec- 
ommendations and done that? 

Mr. Nabors. Well, I think as we continue to work on developing 
our relationships with our State and local partners and with our 
Governors, we are looking at the mechanisms by which we can do 
that. We take GAO’s recommendation very seriously. And I think, 
going into the future, you will see us do a better job of informing 
the Governors when those types of allocations are made. 

Mr. Cummings. Is that a — I take it that now that you have made 
that twice, GAO, I guess that’s something very significant? Is that 
right? 

Mr. Dodaro. Yes, Congressman Cummings. The reason it’s im- 
portant is that the States are going to be in a position to make de- 
cisions themselves on how to fund money at the local level, and, if 
they don’t know what Federal money is going directly to the local- 
ities, there could be some duplication, there could be gaps. And, 
also, I think they feel some level of responsibility for understanding 
the full impact of the program. 

So we think it’s very important. We’re going to continue to keep 
making the recommendation until it gets implemented. 

Mr. Cummings. Well, no, no, no, no, no. You can’t keep making 
recommendations and they not be followed. 

I would suggest, Mr. Nabors, that you adopt the President’s 
words, the “urgency of now.” Because we are holding these Gov- 
ernors responsible, and if they don’t even know what’s going on 
with regard to money coming into their States, I think that’s very 
unfair to them, very unfair. And I think we want to be most effec- 
tive and efficient with these funds, and we don’t want folks saying 
that they’re not being used properly. So basically what happens is 
that if they don’t know where the money is going, they can say, 
well, we don’t know. We don’t want that position. 

And I guess the reason why I’m spending so much time on this 
is that the recommendation’s already been made twice, and we’re 
still talking about, “We’re thinking about it,” “We are trying to fig- 
ure it out.” No, no, no, time out. We’ve got to do it. 
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Mr. Nabors. Well, Mr. Cummings, let me be clear on this, then. 
I have heard what you have said, and we will go back and we will 
find a way to implement that recommendation. 

Mr. Cummings. So do we have a deadline then? Can we set a 
deadline? Because around here you could be next year doing it. 

Mr. Nabors. It’s not going to be next year. I need to go back and 
talk to our technical folks and figure out. But you will receive a 
phone call from me, and I will tell you specifically how we are 
doing it and when we are doing it. 

Mr. Cummings. Would you give it in writing to the chairman, 
please? 

Mr. Nabors. I would be happy to do that. 

Mr. Cummings. Thank you. 

Mr. Dodaro or Mr. Nabors, there have been reports that the De- 
partment of Transportation, specifically Federal highway infra- 
structure investment programs, are running much smoother and 
quicker than many of the other programs under the Recovery Act. 

Can you comment on this observation? What exactly has DOT 
done differently from other Federal agencies, and how can DOT’s 
best practices be implemented across other agencies that may have 
greater challenges? 

Mr. Dodaro. 

Mr. Dodaro. First, I would say — I mean, the Department of 
Transportation has a set program that’s been in existence for a 
number of years, and so they’re following that same basic Federal 
program. So they really have not had to make that many adjust- 
ments for the Recovery Act purposes. 

Mr. Cummings. So they basically were already set to go. 

Mr. Dodaro. Right, right. 

Mr. Cummings. OK. And so these other programs, they’ve had to, 
sort of, create to use the money; is that what you’re saying? 

Mr. Dodaro. Yes. I mean, some of the programs, like the State 
Stabilization Fund, is brand-new. I mean, that’s a brand-new ef- 
fort. The Medicaid matching has gone smoothly, as well. So I 
wouldn’t want to say that the highway program is the only pro- 
gram that’s operated effectively. Where there have been existing 
programs in place, they’ve carried out their normal processes, and 
that’s helped to distribute the money quicker. 

Mr. Cummings. Thank you, Mr. Chairman. 

Chairman Towns. Thank you very much. 

I now yield 5 minutes to Mr. Turner of Ohio. 

Mr. Turner. Thank you, Mr. Chairman. I thank you for holding 
this important hearing and the important issue that we have facing 
us today. 

And, Mr. Nabors, Mr. Dodaro, I want to thank you for being here 
and the tough work that you have, for both of you. 

I know that everyone wants this money to be spent wisely. They 
want this money to be spent in a way that moves the economy for- 
ward and in a way that creates jobs. Now, personally, I voted 
against the stimulus dollars, and I voted against them because I 
thought that the purpose was not well-defined, that it would create 
a lot of waste, and that there would be spiraling deficits. 

So, in knowing what the framework was of the original bill and 
the authorization of these dollars, I personally believe that your job 
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is that much more difficult to try to fashion out of the stimulus 
package funding and approval for projects that will actually 
achieve its goal. And we want you to be successful in that goal. 

Mr. Nabors, I was looking at your written testimony, and you 
have told us that “the role of the Office of Management and Budget 
is to coordinate the nuts and bolts of the Recovery Act implementa- 
tion within the executive branch and make sure that these imple- 
mentation efforts are consistent with the act’s mission and the 
President’s priorities.” 

So, today, my question to you is going to be pretty important and 
goes directly to what your responsibilities are even in your testi- 
mony. 

I represent the Third District of Ohio, and in that district, a com- 
pany that had been located in our district, with its corporate head- 
quarters for over 100 years, NCR, recently made an announcement 
that it would be relocating to Georgia, to some suburbs around At- 
lanta, Georgia, and communities around Atlanta. 

News reports indicate that Columbus, GA, plans to use stimulus 
dollars as part of the implementation package for the relocation 
dollars that were offered to NCR to move these jobs from Ohio to 
Georgia. 

Now, as you know, Ohio’s economy has been significantly im- 
pacted. Hundreds and thousands of jobs are being lost throughout 
Ohio, and this corporate headquarters has 1,200 jobs that will be 
moving from my community to Georgia. 

Obviously, my community is very upset about the prospects of 
stimulus dollars — dollars that, in fact, they will have to pay for — 
being used to fund the relocation of jobs from their community to 
another. 

Now, I believe this is a nonpartisan issue. The Governor of Geor- 
gia is a Republican, the Governor of Ohio is a Democrat. The Gov- 
ernor of Ohio thinks this is the wrong thing to do; I’m assuming 
the Governor of Georgia thinks this is the right thing to do. I’m a 
Republican; our President is a Democrat. I believe that three out 
of four of those ought to believe that this is the wrong use of stimu- 
lus dollars. 

So my question to you, Mr. Nabors, the individual who fashions 
the guidance and implementation, is, is this an appropriate and al- 
lowable expense under the stimulus guidelines? And once the ad- 
ministration knows that a State or community intends to use stim- 
ulus dollars to, in effect, buy or steal jobs from one community to 
another, how do you stop it? How, Mr. Nabors, can you assure the 
people of Ohio that their stimulus dollars, their tax dollars that 
they’re going to have to pay back with interest, are not being used 
to merely move jobs from one State to another? 

Mr. Nabors. Well, let me answer your first question first. 

I don’t have the specifics on this example, but it is disturbing. 
Based on what you have just said, that does not sound like an ap- 
propriate use of recovery dollars. As the ranking member has 
pointed out, dollars are fungible, and I would like to get smarter 
about exactly what dollars were used to do what. 

With regard to your second question — but before I leave, let me 
say that I will followup on this specific example. I will talk to our 
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general counsel and I will talk to people at 0MB to find out specifi- 
cally what happened in this case. 

With regard to what tools 0MB and the administration has with 
regard to the way specific dollars are spent, there have been var- 
ious instances that have come up through the last 4 months where 
we have expressed concern about the way certain States or certain 
local communities have proposed to use their funds. 

In certain instances, we believe that we actually had the author- 
ity to stop the use of those funds, and we’ve exercised that use. In 
other instances, based on the existing statutes and the existing 
legal authorities, we’ve had less of an ability to stop the funds, but 
we’ve tried to make it very clear that we do not think that is an 
appropriate use of Recovery Act dollars and goes against the spirit 
of the dollars. And I think the Vice President has been very clear 
in those types of instances. 

I’d like to go back and look at this example more specifically and 
be able to get back to you on that. 

Mr. Turner. I would appreciate that. 

I’ll give you a copy as you leave, also a copy of a June 3rd letter 
that myself and the minority leader, John Boehner, sent to the 
President detailing this issue when it came to light, when the an- 
nouncement was made in the news media by officials in Georgia of 
their intent to use these dollars. We’ve not received a response to 
this yet, and I’d appreciate your attention to it. 

Mr. Nabors. Will do. 

Chairman Towns. The gentleman’s time has expired. 

I now yield 5 minutes to the gentleman from Massachusetts, Mr. 
Tierney. 

Mr. Tierney. Thank you, Mr. Chairman. 

The Government Accountability Office, Mr. Dodaro, indicated 
that in Massachusetts and the Boston school officials noted a dif- 
ference between the guidance that the Department of Education 
was giving and the goal that was in the Recovery Act. The goal in 
the Recovery Act on education funding is job creation, and the 
guidance that the Department of Education was giving was that 
districts should invest those one-time funds thoughtfully to mini- 
mize the funding cliff that would occur once the funds are no 
longer available. 

So I want to ask each of you a question on that, especially since 
the Title I funds are said by the Education Department to be only 
for limited purposes. So, Mr. Nabors, what’s your impression of 
that, sort of, seemingly contradiction on that? 

Mr. Nabors. Well, I think that the bridge between the contradic- 
tion is that we always view the Recovery Act as being a short-term 
effort. The President has been very clear that we need to get the 
economy jump-started. We need to expend resources now to actu- 
ally get that started. But, over the long term, the funding levels 
that are contained within the Recovery Act should not be thought 
of as permanent. 

And what we are asking States to do is to do the things nec- 
essary to maintain the employment that they have currently, but, 
at the end of the day, they can’t count on these funds being here 
in 2011, 2012, 2013. This is a short-term stimulus program in 
order to jump-start the economy. 
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Mr. Tierney. All right. I’m not certain I see the bridge. 

Let me ask you, Mr. Dodaro. I mean, what do you propose States 
do in order to meet those two criteria, one of job creation and the 
other of making sure that they spend the money so that they aren’t 
falling off of a cliff, so to speak, when the money is no longer avail- 
able? 

Mr. Dodaro. Yeah, I think the act gives great flexibility to the 
States in order to do that. In a number of areas, there are multiple 
objectives — often, as you’re pointing out and we’re pointing out, 
some of the officials, conflicting objectives and some tensions be- 
tween what to do. And I think it depends on the specific cir- 
cumstances of those State and local levels in order to understand 
what would be the best use of the money, from their perspective. 
And, if they have questions, what we’ve urged is greater commu- 
nication between the Federal departments and agencies and the 
State and local governments. 

So, you know, I think some States are having a lot of fiscal stress 
right now. They would have to lay off teachers, whatever. I think 
they’re in a different situation than other States that aren’t in that 
situation. But they have to balance these objectives. 

Mr. Tierney. I think what they’re doing is having trouble bal- 
ancing the objectives. 

Mr. Dodaro. I agree. 

Mr. Tierney. What I’m looking for in the question was a little 
guidance here. What they’re finding is that there’s one intent, 
where the money was to be used to retain jobs, and the other in- 
tent is that just means that in the next year twice as many jobs 
are going to have to go by the by because the money is gone. Then 
they haven’t really used the money for a long-term purpose. 

Neither one of you seem to be able to meet that crossover there, 
probably deal with both of those issues. But if you think about it 
a little bit and want to share something, I would be happy to share 
with my districts who are in that dilemma and appreciate that. 

Mr. Nabors, on the reporting and transparency aspect of it, we 
have had some communication with your office on the idea that you 
do require in your guidelines that when the money goes to the Fed- 
eral, to the State government, that is all reportable; when it goes 
from the Federal Government to a city or town, that is reportable. 
But your requirement guidelines that if the city or town puts it out 
to a contractor or subcontractor, that information is reported as 
well. The statute allows for that. 

When do you think your guidelines will push a little further 
down to make that mandatory? 

Mr. Nabors. We have done two things. The first thing our guid- 
ance did in response to some of the concerns that you raised was 
we did push the system as much as we thought we could do right 
now, and we are collecting vendor information from the subrecipi- 
ents at the point. So to the extent that cities are hiring vendors, 
for example, in weatherization types of activities, we will be captur- 
ing that type of information. 

We are also designing our systems such that in the future, as we 
get better information from State and local governments, we will 
have the capacity to grow our system to collect that subcontract in- 
formation. 
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Mr. Tierney. Right now, you only require the identity of the ven- 
dor. 

Mr. Nabors. Correct. 

Mr. Tierney. Wouldn’t it be useful to have not only the identity 
of the vendor but also the amount of money that they received and 
the location of where that vendor is? 

Mr. Nabors. Those are all things that we are looking at possibly 
expanding. We thought that in talking to the Recovery Board, the 
things that they emphasized to us the most was, “please don’t let 
the audit trail go cold,” we at least need the identity. And we 
thought that from what we have heard from a number of smaller 
communities in particular, this information is very hard to track 
normally, so even maintaining just the vendor names was going to 
be difficult. 

But in terms of ensuring that the Federal Government, GAO, the 
Recovery Board, the IGs have the ability to follow the money chain, 
that getting the vendors’ name was absolutely critical. We are 
starting with that, but that won’t be the end. 

Chairman TOWNS. I yield to Mr. Chaffetz from Utah. 

Mr. Chaffetz. Thank you, Mr. Chairman. I appreciate it. 

Thank you both for being here. I know you want to do what is 
best for the United States of America, and we appreciate that. But 
I do have some questions, particularly for Mr. Nabors, if I could. 

How many jobs have been created? 

Mr. Nabors. Based on the last estimate that we have done, the 
Recovery Act created 150,000 jobs. 

Mr. Chaffetz. And how do you come up with that number? 

Mr. Nabors. At this point what we are doing is we are using an 
economic model created by the CEA. The specifications behind that 
model are similar to the specifications that we developed in terms 
of describing the impact that the Recovery Act would have when 
we were first pushing for the 

Mr. Chaffetz. In the essence of time, that formula — if you could 
share with us in writing what that formula is and how you could 
achieve that, I would be fascinated to see that. 

Mr. Nabors. I believe that the CEA report is on line, but we will 
share it with your committee. 

Mr. Chaffetz. How many jobs have been saved? 

Mr. Nabors. We do not make a distinction between the jobs cre- 
ated and jobs saved. 

Mr. Chaffetz. Why not? 

Mr. Nabors. I think it becomes increasingly difficult from a 
macrolevel to make that determination. What we are able to say 
is, based on looking at what we believe the trends of the economy 
are, we can say — we can compare what the Recovery Act is doing 
and how many jobs currently exist versus what we were 
predicting 

Mr. Nabors. Yes. 

Mr. Chaffetz. If you look over at this chart here, right, the goal 
was jobs, jobs, jobs. And you look at that unemployment number, 
and you claim that we are slowing the free fall; how can you justify 
that number? 
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Mr. Nabors. I think — let me start with two points. We are not 
happy with the unemployment number. The unemployment 
number 

Mr. Chaffetz. I understand that. My question is how do you jus- 
tify saying that you are slowing the free fall? 

Mr. Nabors. I think what we would do is we would look back 
at the job loss that we saw in the first quarter, which was ap- 
proaching 700,000 jobs a month, and look at where we are right 
now. We are not happy with the job 

Mr. Chaffetz. I know you are not happy. We are not happy ei- 
ther. But the projections that the administration put forward and 
what would happen or not happen if we did or didn’t do the stimu- 
lus are dramatic. They are unacceptable. 

Mr. Nabors. We believe that the job loss is unacceptable as well. 

Mr. Chaffetz. The President is quoted as saying that the stimu- 
lus “has done its job.” Is that true or not true? 

Mr. Nabors. We believe this stimulus has had the impact which 
we had predicted, which is job creation. 

Mr. Chaffetz. The Vice President said — I think it was just yes- 
terday — that it hasn’t had the impact. 

Mr. Nabors. I think what the President said is accurate. The 
President has made it clear that 

Mr. Chaffetz. That it has or has not done its job? 

Mr. Nabors. The President has said two things: One, he has said 
that we did not have full information at the time concerning the 
growth of the economy; and two, that the Recovery Act has had an 
impact in putting people back to work. 

Mr. Chaffetz. I still do not understand how you justify that it 
is “slowing the free fall.” 

On page 3 of your written testimony, you said the Recovery Act 
extends or expands programs like unemployment insurance. Does 
unemployment insurance create or save a job? 

Mr. Nabors. Unemployment insurance ensures that people have 
money to 

Mr. Chaffetz. I recognize there are benefits to it, but the ques- 
tion is: Does it create or save a job? 

Mr. Nabors. We believe that any dollar spent in the Federal sys- 
tem will create or save a job, because what is going on is we are 
putting dollars into people’s pockets to spur demand. 

Mr. Chaffetz. What about Social Security income and FMAP? 
Because the rest of your quote is, “These programs account for 
about 29 percent of total Recovery Act funds.” 

If 29 percent of the Recovery Act funds are being used for these 
three things that you cite, do they directly create or save a job? 

Mr. Nabors. They directly put money into the economy so that 
demand can be increased. Absolutely. 

Mr. Chaffetz. But they do not, dollar for dollar, save or create 
a job. 

Mr. Nabors. I don’t see how you can say that, because every dol- 
lar spent — when you go to a store and spend a dollar, that is a dol- 
lar more that the business will have in terms of profits in order to 
either ensure that a business doesn’t shut down or to hire new 
staff. 

Mr. Chaffetz. My time is short here. 
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Going to the very end of your testimony on page 11, second to 
last paragraph. “Mr. Chairman, we know that, in times of economic 
crisis the government did not make the solutions. Rather, govern- 
ment gave the American people the tools to fix what was broken.” 

What tools have you given the American people to fix what is 
broken? 

Mr. Nabors. I think that what we are doing is the following: 

One, we are ensuring that in the short term, that people who are 
out of work or who are facing difficult economic situations have the 
resources in order to sustain their current existence. 

The second thing we are doing is we are putting — we are creat- 
ing job opportunities through infrastructure projects and the like, 
to make sure there are jobs for people. 

Mr. Chaffetz. But what tools are we giving the American people 
to fix what is broken? 

Mr. Nabors. And third, we are providing tax relief in the short 
term, the broadest tax cut in American history through the Making 
Work Pay. 

Mr. Chaffetz. I would happen to agree with you that tax relief 
is probably the No. 1 thing we can do to stimulate the economy and 
get people back to work. 

Thank you, Mr. Chairman. 

Chairman TOWNS. I now recognize the gentleman from Illinois, 
Mr. Quigley, for 5 minutes. 

Mr. Quigley. I wasn’t here for this vote, for this package. So it 
is easier to second guess or use hindsight; I just don’t think it’s ap- 
propriate. 

Watching from afar, it was easy to understand the exigency of 
what was taking place, the extraordinary circumstances that 
haven’t been seen in 80 years in this country, probably, from a fi- 
nancial point of view. 

So I also think it is important to recognize the obvious, that be- 
yond the attempt at laser-point precision of how many jobs were 
created or retained, what is being said here today is that it had 
more than one purpose. And it is also important to recognize that 
previous administrations have attempted, often, to calculate the 
number of jobs created, retained with their programs. It has been 
borne out that this is extraordinarily difficult to do. 

So gentlemen, I recognize that having said all of that and rec- 
ognizing that this program needs to move forward, I do have con- 
cerns, to a large extent at the State level, we are flying blind. You 
yourselves have talked about their cutbacks from auditors and peo- 
ple who would be, I guess, called fiscal watchdogs, given the vast 
amounts of dollars and the speed at which it had to go out. 

What is your best guess on timeframe to do things you started 
talking about: clarification on rules, Internet access — which was 
talked about in the GAO report — improved communication, and a 
specific understanding of what the States can and can’t do? 

Both of you would be great. 

Mr. Dodaro. I will start with our recommendations. 

There is a process in place called the Single Audit Act. It was 
passed in 1984. And it is a primary accountability vehicle for over- 
seeing State use of Federal funds that have been provided along 
with States’ use of money. The Single Audit legislation could be 
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modified here and guidance put out to make it a more effective, 
timely tool for Recovery Act purposes. From our perspective at 
GAO, this is a potential huge missed opportunity unless the guid- 
ance is changed to require earlier reporting. 

If I might put up the chart on the distribution of funds, please. 

What this chart shows. Congressman, that a lot of the money at 
the State and local level — not that one. The one by year. Shows 
that most of the outlays to the States and localities will occur in 
2010 and 2011. So there is an opportunity to look at what controls 
are going to be in place over those moneys, up front, through the 
Single Audit Act. But guidance needs to be modified and the audi- 
tors need to be funded to do the work. This is a very important in- 
vestment, could pay big dividends down the road. 

Second, there is a need for continual dialog between 0MB and 
the States, to communicate with the States and provide them infor- 
mation, particularly on the amount of money going directly to the 
localities in their State, not going through the State entities. 

And third, there needs to be some flexibility given to States to 
make sure they have the proper systems and the proper people and 
the safeguards on the management side on the programs that are 
being funded, to have adequate management oversight. 

Some strengthening of those things is important. 

Mr. Quigley. Are you talking about dictating that? 

Mr. Dodaro. I am talking about, in part, giving requirements for 
early internal control reporting, and funding it. But unless that is 
done, 0MB has certain flexibilities administratively. Some of this 
could be done legislatively. H.R. 2182, it is important that gets 
passed as well. 

Mr. Quigley. It would appear that there are almost no ramifica- 
tions for not following the rules a, because the rules seem loose or 
not tight enough; and b, because there are no actual restrictions on 
what will happen if you don’t use the money in the way we de- 
scribed. 

Mr. Dodaro. There are some areas where if money is not obli- 
gated, it can be redirected; for example, in the highway area. But 
most States have met those requirements. And there are some 
maintenance-of-effort requirements that the States maintain their 
spending both for highways and education. We are following those 
requirements to make sure that they are met going forward. 

But by and large, your point is right. And that is why it is impor- 
tant to have these safeguards in place. 

Mr. Nabors. We are very sensitive about the concerns that GAO 
has raised, and for the most part we agree. We are supportive of 
the chairman and ranking member’s bill to increase the funding 
that would be available for administrative types of activities, and 
we are looking to what extent we can relieve some of that pressure 
administratively. 

I think we want to continue to explore options with regard to sin- 
gle audits. We believe that the single audit is a key component of 
appropriate oversight. We do have some concerns about how quick- 
ly and effectively we can shrink the reporting deadline, but it is 
something we want to work very closely with GAO and State audi- 
tors. 
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With regards to communications, we couldn’t agree more with 
the comments that GAO has made or the committee has made. The 
State and local governments are our partners. Every day we are 
trying to improve our communications. It is not something where 
traditional mechanisms have worked. 

So we are exploring new options, such as doing more work 
through the Internet and making ourselves more available to con- 
ferences; the NCSL, the NGA, wherever we can find opportunities 
to communicate directly with our State and local partners, we are 
going to take advantage of those efforts. 

Chairman Towns. The gentleman’s time has expired. 

Mr. Quigley. Thank you, Mr. Chairman. If someone could follow- 
up and talk about the Internet a little bit more. 

Chairman Towns. I now yield 5 minutes to the gentleman from 
California, Mr. Bilbray. 

Mr. Bilbray. Mr. Nabors, Patrick and I are sailors. If you look 
at the course that — ^basically the graph off over here to your left — 
and look at it as being a course that is projected by a navigator, 
as opposed to the course that is actually steered, according to that 
course our navigator was 80 degrees off course. From what was 
projected by the administration to what really happened was 80 de- 
grees off. 

Now, I don’t know about you, but I am not so sure I would get 
on a ship or a boat with a navigator with that kind of navigation 
skills. So the projected course of our economy, our job market, and 
the actual course were 80 degrees off. 

Now, do you really think that is an example for the future, that 
the same navigator ought to be used in the future? Or do we have 
to go back and take a look at who predicted the course that we 
were setting, because it definitely wasn’t anywhere close to the 
course that we have taken? 

Mr. Nabors. Well, sir, I am not a sailor so I wouldn’t get on any 
boat with me. 

But with regards specifically to the economic projections, what I 
would say is that the projections that the administration made at 
the time were fully consistent with the Federal Reserve Board, out- 
side economic analysts, people like Mark Zandie, and private sector 
analysts. 

What happened was something that was unpredicted by any of 
the observers at the time. 

Mr. Bilbray. In other words, the experts were all wrong and had 
no idea what they were talking about at the time because, obvi- 
ously, we are talking a right-hand turn being made, or a lack of 
a right-hand turn, when you are predicting we were going to take 
a hard to starboard. And we kept full bore, basically, the pattern 
we were going otherwise, and did not see any change in the course 
set by the job market after we committed a trillion dollars in stim- 
ulus. 

Mr. Nabors. I think the general economic consensus was that 
the economy was going to be bad. I don’t think anybody predicted 
it was going to be as bad as it was. 

Mr. Bilbray. So we accept that. The experts didn’t know what 
the hell they were talking about at the time they predicted this. 
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Mr. Nabors. I think predicting economic performance is always 
difficult. 

Mr. Bilbray. One hundred fifty thousand jobs created or saved; 
how much money have we spent? 

Mr. Nabors. Based on the most recent information that we have, 
we have obligated $57 billion. 

Mr. Bilbray. How much of that per job? 

Mr. Nabors. I can do the math real quick, but I haven’t done the 
big calculation completely. 

Mr. Bilbray. I think that is least — if we are going to claim — it 
is kind of interesting the way we work this thing, because the 
credibility of this administration is going to be threatened if we do 
not come up with the facts and justifications for the people. 

We already saw what happened before with the previous admin- 
istration, when you didn’t have people that were willing to call 
down the previous administration for making statements they 
couldn’t verify. We want to make sure the new administration 
doesn’t fall into that same trap, because credibility means a lot 
during this crisis. And frankly, with this navigation course, this 
promise that was made 5 months ago or 3 months ago or 6 months 
ago, and then seeing what reality is, you see why the average citi- 
zen doesn’t believe the so-called experts in Washington, including 
the new administration, if that is the kind of result we are going 
to have. 

I think that we need to justify how much money we are spending 
and where are the jobs saved and where have they been preserved. 
And I think we have a major credibility crisis here, and I think we 
just can’t continue to say that — just because you keep saying it 
doesn’t make it right and doesn’t make it the truth. And the Amer- 
ican people are sophisticated enough to know that Washington is 
not going to be able to sell its bill of goods when you end up with 
a failure rate of over 50 percent when you are going to hard to port 
when you are saying you are going to hard to starboard. No man 
in the world would get on a ship or a ship of State and follow this 
navigation for the future. So I think we need to straighten this out. 

Mr. IssA. Would the gentleman yield? Mr. Nabors, I just have 
one followup question on the gentleman. And I, too, am not a sailor 
so I won’t go that way. 

How many jobs are created when you obligate money? 

Mr. Nabors. The CEA estimates that roughly $92,000 of govern- 
ment spending equals one job. 

Mr. IssA. OK. But let me go through that. I understand if I start 
handing out $92,000, I can get a lot of people to work for me for 
a year each. But when you obligate, don’t you create no jobs? And 
when you spend, you create a job. I mean, obligating is an interest- 
ing term because it is the amount that, in fact, is disbursed that 
creates a job, at least for that day. Isn’t that right, that obligating 
alone creates no jobs? 

Mr. Nabors. That is correct. We have obligated $158 billion, and 
we have outlaid, actually spent, about $57 billion. 

Chairman Towns. The gentleman’s time has expired. 

I now yield 5 minutes to the gentleman from Illinois, Mr. Foster. 

Mr. Foster. I have a specific question regarding the weatheriza- 
tion formula. And it is my understanding there is a formula that 
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allocates funds among different States. Have you been able to de- 
velop whether — an opinion whether that formula is actually all 
right in the sense of you are actually putting weatherization funds 
where you are going to save BTUs? 

And as a follow-on to that, is there a system in place for actually 
tracking the energy savings that are occurring as a result of this 
program? 

Mr. Dodaro. I will yield to Mr. Nabors on the details of the pro- 
gram. We at GAO have, just in this last 2-month assessment, start- 
ed looking at how States were using weatherization. So far only 
about 10 percent of the money had been allocated to the States to 
begin planning activities there. More money is going to be coming 
down the road. We have not yet looked at the allocation formula 
yet. We will be happy to do so, and also look at the measures of 
performance. 

Now the agencies — 0MB has allowed the individual agencies to 
identify performance measures beyond jobs created or saved, and 
so we will be looking at that going forward. But since that program 
is just getting started, so is our work. 

Mr. Foster. In a similar vein, in The Economist about a month 
ago, I believe they were reporting work from the Peterson Institute 
that indicated that the technologies that we were subsidizing as 
part of the AARA had costs of between, I believe, $60 and $140 per 
ton of carbon averted, which makes them not very promising in 
terms of — I was wondering, are we putting in place a mechanism 
to track how effective we will be at actually avoiding greenhouse 
gases in programs where that is a goal? 

Mr. Dodaro. I will defer to Mr. Nabors on that. 

Mr. Nabors. That is one of the things that we are looking at as 
far as developing performance metrics for all of our programs. 

Mr. Foster. So they will extend to the environmental goal as 
well as to the job creations? 

Mr. Nabors. Correct. 

Mr. Foster. A little more on this economic modeling. I would 
like to say I am at least one Member of Congress who understands 
that the predictive power of these models in a differential sense is 
much better; that they are more accurate at predicting the dif- 
ference between turning a policy option on and off rather than just 
the absolute predictive power, which was missed in terms of the big 
downturn we had. 

And the CEA model that you reported, is it similar to the Zandie 
model? 

Mr. Nabors. It is. 

Mr. Foster. I have looked in some detail at the formulas behind 
the Zandie model, and it was not entirely satisfactory, frankly, on 
things like the interest rate models going out and stuff like this. 
Are the CEA reports or the details of that model, are they pub- 
lished? 

Mr. Nabors. They are available on our Web site, and I will pro- 
vide it to the committee for the record. 

Mr. Foster. Another thing that we ought to be tracking is the 
fraction of jobs that are created offshore in this. So, for example, 
when we put a lot of money into health IT, obviously we are going 
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to buy a bunch of Chinese-made computers. If we put a lot into 
Smart Meter on grids, most of those are produced offshore. 

And so I was wondering, are we actually separately tracking the 
jobs created onshore versus offshore for the different programs? 

Mr. Nabors. We are not currently. Currently we are only at- 
tempting to estimate the number of jobs created within the United 
States. 

Mr. Foster. I guess those are my questions. 

I yield back. 

Chairman TOWNS. I now recognize the gentleman from Indiana, 
Mr. Burton. 

Mr. Burton. Thank you, Mr. Chairman. 

Mr. Nabors, I served with Ronald Reagan during his administra- 
tion, and when he came into office we had 12 percent unemploy- 
ment and 14 percent inflation. And he decided against some of his 
economists’ recommendations to cut taxes instead of just throwing 
money at everything. And as a result, we created millions of jobs 
in one of the longest economic expansions in U.S. history. And the 
economy at that time was as bad or worse than it is right now. 

Now you said, and Mr. Issa quoted you, you said since almost all 
States have to balance their fiscal budgets, even in the face of re- 
cession, 40 have cut benefits and services and 28 have raised taxes 
and more are considering both measures. These actions deepen the 
impact of the downturn. 

It sounds a little bit like you may have agreed with what Presi- 
dent Reagan did, because instead of raising taxes which would 
have precipitated a bigger downturn when we had 12 percent un- 
employment and 14 percent inflation, he chose to cut taxes. And he 
believed that if you did that, you would get more disposable income 
to individual citizens, their families, and to businesses so that they 
could make more investment in their businesses, in plant equip- 
ment, and it would create more jobs. People would have more 
money to buy more products; therefore, you create more jobs be- 
cause they had to be produced. 

So what I can’t understand is why we’re are doing what we are 
doing. The President has proposed raising taxes on health care. It 
is going to hit everybody. I mean, I think everybody in the place 
knows that. He’s talking about a carbon tax for cap-and-trade that 
is going to cost the average family about $3,100, $3,200, maybe 
$4,000 a year. We have already appropriated — authorized and ap- 
propriated $787 billion for the stimulus package, $350 billion for 
the omnibus, $54 billion so far for the auto bailout. And, of course, 
the stimulus is $787 billion, and now you’re talking about another 
stimulus. 

How can you square blowing all of this money when it is not cre- 
ating jobs? Vice President Biden said the stimulus created 150,000 
jobs, and President Obama asserted on June 8th that the stimulus 
would create 600,000 jobs over a hundred days. And they said it 
wouldn’t go above 8 percent when you started throwing all of this 
money at it, and now it is 9V2 percent. 

It seems like the approach that Reagan took was the more realis- 
tic approach because it let people make the decisions and let com- 
panies make the decisions on how to get themselves out of that 
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mess instead of having the government trying to do everything. 
And I just want to quote a couple things real quick. 

Here’s where some of this money is going. Did you know the 
Florida Department of Transportation is planning to spend $3.4 
million recovery funding on the road-crossing for turtles and other 
animals on U.S. 127; that in Minneapolis they are going to spend 
$2 million for the theater for dance and music events; that in Kan- 
sas the Tall Grass Prairie National Preserve’s new visitor center 
and pedestrian bike project over the highway is going to be — they 
are going to spend how much on that — a couple million. A million 
dollars in Michigan for decorative sidewalks and crosswalk plant- 
ers, landscaping, and so on and so on. 

It just seems to me that a more realistic approach to solving the 
problems — and I hope you will carry this back to the administra- 
tion — would be instead of throwing money at it and talk about an- 
other stimulus package, we should be cutting taxes, stimulating 
economic growth by letting people have more of their own money 
to spend, and letting businesses have their money to invest in 
things they need to be invested in, instead of this sort of stuff, so 
they can expand their business and sell their products. 

You can respond. 

Mr. Nabors. I will take your comments back to the administra- 
tion. I do feel the need to clarify a few points. 

No. 1, no one in the administration is talking about a second 
stimulus at this point. What we are focused on right now is imple- 
menting the Recovery Act that Congress has already passed, and 
doing the best that we can with the dollars you’ve entrusted us 
with. So that’s where our focus is right now. 

Second, with regard to the way the package is actually struc- 
tured. I think it’s important to note that over one-third of the pack- 
age is actually focused on dedicated targeted tax relief, which we 
believe is a part of a very balanced package to 

Mr. Burton. Pardon me for interrupting, but Laura Tyson yes- 
terday did mention a second stimulus. I just thought I would clar- 
ify that. 

Mr. Nabors. Laura Tyson is not an administration official. 

Mr. Burton. She’s an economic adviser. 

Mr. Nabors. She’s an outside economic adviser. She does not 
work for the administration. 

But to clarify, the package that was signed into law actually does 
include what we believe is effective tax relief for the middle class, 
and we think it will have benefits. But in addition, because of the 
output deficiencies that the economy is currently facing, spending 
has to be part of the equation. And what the President has said 
is that over the long term, this spending — we need to bring the en- 
tire Federal budget back under control. 

So I recognize the point that you were saying that there has been 
a lot of spending that has been done, and it’s something that the 
President is very sensitive to and very focused on. It’s one of the 
reasons why he is pushing so hard to make sure that comprehen- 
sive health care reform is completed. 

Over the long term, the key to long-term deficit reduction is 
going to be bringing our health care costs under control. In addi- 
tion, we made it very clear that the Recovery Act spending is some- 
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thing that we are looking at as a short-term stimulative impact 
into the economy. It is not something that we believe is sustainable 
over the long term, or even visible over the long term. 

Chairman Towns. The gentleman’s time has expired. 

I now yield 5 minutes to Mr. Hodes from New Hampshire. 

Mr. Hodes. Gentlemen, thank you for being here. 

The Recovery Act was put in at a time of global financial collapse 
and severe economic distress in this country, and we are still facing 
a stubborn recession. 

I am a sailor, and I know that sometimes when you set course 
from point A to point B, sometimes the wind changes and you need 
to adjust. And that happens, and sometimes the predicted course 
isn’t the course that you end up sailing. 

The good news for me from New Hampshire is that I was able 
to go out on the highway with Secretary LaHood and know that 
New Hampshire was the first State to put highway funds to use. 
So the transportation dollars seem to be flowing OK. 

What I am hearing from home is that other agencies are having 
a hard time implementing and reporting the funds that are coming 
in. The States are implementing billions of dollars of funds, but the 
concern is that the Federal Government, we aren’t providing the 
clear, coherent guidance that we really need to put Americans back 
to work faster and to provide taxpayers with a comprehensive, 
transparent accounting of those funds that everybody understands. 

And the chart that, Mr. Dodaro, you have put up, shows that it 
looks like the projections for when the full impact of the stimulus 
dollars is going to hit is a little bit later than what we had origi- 
nally projected. Is that so? 

Mr. Dodaro. Actually that chart, the white bars are the esti- 
mates that CBO made during the time the bill was in conference. 
So that was always the estimated outlays contemplated under the 
act. I think Mr. Nabors can corroborate that. 

The gray bar, in terms of what has been actually outlaid already, 
we think is, you know, potentially slightly ahead of the pace that 
was estimated; and I think it is because the unemployment rates 
have been higher, so that means more Medicaid and Federal 
matching assistance is there. And given the fact that the States are 
under fiscal stress, I think they are moving as expeditiously as 
they can. 

The other factor, I would say, is most of the States, as you know, 
end the fiscal years on June 30th. So they were waiting for a lot 
of approval from those State legislatures. Now that’s occurred, I 
think the funds will flow according to pace. 

Mr. Hodes. So it’s fair to say that while there are some — includ- 
ing some in this room — who are complaining about job creation, 
that as we see more of the stimulus dollars flowing to the States — 
and the quicker the better we can get them flowing — the more job 
creation, preservation we are going to see. Is that true, Mr. 
Nabors? 

Mr. Nabors. That is absolutely correct. 

Mr. Hodes. Now, in New Hampshire and around the country, 
the growth of small businesses is very critical to creating jobs. 
0MB has stated that in its implementing guidelines that one of the 
goals of the Recovery Act is to provide opportunities for small busi- 
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ness, and the SBA has estimated that 60 to 80 percent of new jobs 
annually over the last decade are small business jobs. 

Have you at 0MB set targets for the amount of Recovery Act 
funds directed to small businesses? 

Mr. Nabors. We have not set targets, but there are targets in 
the statutes that we are trying very hard to meet. And we believe 
that we have been able to increase the initial amount of small busi- 
ness funding dramatically. Originally, we were looking at spending 
at about 4 percent. We went back and talked to the agencies and 
made it clear that it was a priority of the administration that small 
business be an engine for the Recovery Act, and that amount of 
spending through small business has gone up dramatically. 

Mr. Hodes. Are you providing any education or outreach to small 
businesses to ensure that they know how they can access the op- 
portunities for them in the Recovery Act? 

Mr. Nabors. Absolutely. Both through 0MB, but specifically 
through the individual agencies that have existing relationships 
with small businesses and small business consortiums, we are try- 
ing to get the word out what type of Recovery Act money is avail- 
able. 

Mr. Hodes. Mr. Dodaro, do you think that the reporting require- 
ments to which recipients of Recovery Act dollars must adhere are 
discouraging small businesses from pursuing or accessing Recovery 
Act funds? 

Mr. Dodaro. I think that the reporting requirements — first of 
all, I don’t have an empirical basis to that answer that question. 
We have not consulted any small businesses or talked with them. 
I do think we made a recommendation, apart from the one here, 
about making sure that small businesses and others knew of the 
availability of the funding opportunities and made recommenda- 
tions to 0MB because the Web site grants.gov was unable to han- 
dle the volume and there would be other avenues explored to make 
people aware of how to apply for the funding. So that is the extent 
of our recommendations there so far. 

Mr. Hodes. Thank you. 

Mr. Nabors, I encourage you to continue your efforts to make 
sure that small businesses have access to easily getting these funds 
to help create jobs in America. 

And with that, I yield back. 

Chairman Towns. Mr. Schock of Illinois. 

Mr. Schock. Thank you both for your testimony. 

I have two quick questions. Mr. Dodaro, I come from the State 
of Illinois, a State that has roughly a $9 billion deficit. Our Gov- 
ernor has proposed a 60 percent increase in the income tax, and 
we are struggling with the programs and services that our State 
currently has. A part of the stimulus plan — and part of your testi- 
mony speaks to the maintenance effort and the commitment by 
States that they have to make in order to get the requisite stimu- 
lus dollars. 

My question is specifically, what are we doing as a Federal Gov- 
ernment, and what — to ensure that when a State says yes, we will 
continue to maintain these programs to get X funding now, what 
are we doing to ensure that actually happens. No. 1. 
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And then No. 2 , what happens in 2 years from now in a State 
like mine in Illinois where we don’t have the money for the services 
we have today, and now we have additional services we don’t have 
today that we will have to support on into the future, and what 
true force can we take or what measures are you suggesting that 
we have that can force them to basically come up with the money 
at the State level? 

Mr. Dodaro. First of all, there are a number of maintenance-of- 
efforts requirements in the Medicaid program. For example, that 
eligibility standards remain the same as they were through June 
2008. In the Medicaid program, there are maintenance-of-effort re- 
quirements in the Medicaid program, in the highway program, and 
the education programs. Those are the big three so far. 

We are carefully looking at how the Federal agencies are mon- 
itoring those maintenance-of-effort requirements. In Medicaid, it 
hinges on eligibility requirements, highways, they have to pro- 
vide — Governors have to provide certifications. Transportation is 
reviewing those certifications right now. And there are waiver pro- 
visions, however, in there that the agency heads have in order to 
entertain waivers from the States. 

Mr. SCHOCK. That is for today. What happens in 2 years when 
the agreement that was signed by Governor A, who is no longer in 
office, and Governor B is now having to deal with the reality of 
whatever commitments were made by that State to maintain those 
Medicaid reimbursement levels or income levels to qualify for Med- 
icaid? What happens in 3 years from now when the legislature — 
who is duly elected and has a fiduciary responsibility to balance 
their budget — decides, you know what, we can’t afford these new 
rates that were specified in the Recovery Act 3 years ago that a 
former Governor, and maybe a former legislator, agreed to? 

Mr. Dodaro. Well, first of all in the Medicaid area, that money 
ends December 2010. So it is only for a 27-month period in any 
event. I do think there is a responsibility on the part of the Federal 
agencies to make sure that they monitor as it’s going along. They 
shouldn’t wait 

Mr. ScHOCK. What specific action can we take to force them to 
honor their word? Because I guess what I am confused about is we 
have some Governors saying, “thanks for the money, we will take 
it;” and we have other Governors saying in 3 years, “we can’t afford 
the commitment that you are all asking us to take in exchange for 
taking the money today.” 

And yet I am having difficulty seeing where our power in the 
Congress or the President or your office has in 3 years to ensure 
that a new Governor and a new legislature has to honor that com- 
mitment. 

Mr. Dodaro. You are raising a good point. I think that is some- 
thing that needs to be monitored all along and 

Mr. SCHOCK. I know I am cutting you off. I have a question for 
Mr. Nabors. 

My question is, why shouldn’t every Governor take the money, 
tell you whatever you want to hear? Because up until now, I 
haven’t heard a good explanation from you as to how we are going 
to force them to honor the commitment that we are expecting them 
to take in exchange for the money. 
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Mr. Dodaro. For example, in the Medicaid area, if they don’t 
honor commitments then they don’t get the matching share of 

Mr. SCHOCK. For the first 2 years. 

Mr. Dodaro. That is the only amount of funding that is avail- 
able. I will go back and provide you with a specific answer for the 
record for each of these programs of what mechanisms are in place 
to make sure that those commitments are honored. 

Mr. ScHOCK. I am specifically interested in not how we are going 
to monitor and tell them they didn’t do it, but what specifically, in 
years 3 and 4 which, from talking to the Governors who haven’t 
taken the funding, is their concern in keeping those higher income 
levels and places and so on, what our force will be to go after them 
if they don’t; because I guess my suggestion to those Governors 
who haven’t taken the money, it sounds like you take the money, 
tell them whatever you want to hear, because there’s not a whole 
lot we can do in year 3 and 4 and into the future. 

Mr. Nabors, real quick. Reviewing what I have heard in the testi- 
mony, I couldn’t agree with your final several paragraphs in your 
testimony which basically said it’s not government that creates 
jobs, it’s not government spending that will stimulate the economy, 
it’s private investment, private entrepreneurs and risk taking. And 
I truly believe that to be the case. 

Chairman Towns. The gentleman’s time has expired. 

Mr. ScHOCK. Can I have 30 seconds? 

Chairman Towns. Thirty seconds. 

Mr. SCHOCK. I guess what we know, and it’s been said by my 
companions up here, you know, the President said unemployment 
would peak at 8 percent. It is at 9V2 percent. He is conceded that 
it’s going to reach double digits by the end of the summer. 

Your testimony here today, $75 billion has been spent to create 
150,000 jobs. That comes out to half a million dollars a job. Your 
comment earlier was roughly $92,000 in government spending 
should create a job. 

So my question specifically is in the jobs number, if we are not 
going to say we failed in terms of being off course on what the un- 
employment rate would actually be, we are not even near what the 
expectation is in terms of job cost of government spending to create 
a job. We are usually operating under a $92,000 per job creation 
number and we have spent 75 billion to create. 

Chairman Towns. The gentleman’s time has long expired. 

I now yield 5 minutes to Congresswoman Speier of California. 

Ms. Speier. Mr. Chairman, thank you. 

As we look at the chart that the GAO has provided us, we are 
going to be outlaying twice as much money next year as we have 
this year, which would suggest that if there’s going to be waste and 
abuse, it is going to be twice as bad next year as it is this year, 
unless we take steps to make sure that it doesn’t happen. 

So I would like to understand what happens when an outlay has 
been made to a particular entity. Let’s say it is $10 million. And 
when the first reporting period occurs, they’ve spent half that 
money, and we now are aware of the fact that they didn’t really 
generate new jobs, or the program that was anticipated to be con- 
structed is not followed up with. 
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How do we, one, rescind the rest of that money; and, two, do you 
have enough resources to go out there and determine whether the 
money is being spent appropriately or not? 

Mr. Dodaro. The answer to your first question is there are sanc- 
tions for withholding some of the future funding for certain pro- 
grams, but it differs by programs. So there are some options if 
there’s disclosures that requirements aren’t being met for action to 
be taken by the Federal agencies; but they have to be aware of it 
and they have to make sure that they promptly address it. 

On the second question is, no, we do not have at the GAO 
enough resources to go out and monitor all of the activity across 
the country, and that is why we are suggesting that the single 
audit process where the State auditors are already in place and 
they audit this money annually, that they be required to do earlier 
internal control reporting now, before a lot of the money is spent 
in 2010, and that they are provided some funding to make sure 
that they can carry out their normal activities. 

If changes aren’t made, the single audits for the fiscal year 2009 
won’t be issued until 6 to 9 months after the end of the fiscal year. 
So you will already be into the next fiscal year. 

There is a network in place through the single audit that can be 
exercised, with modifications, to provide greater assurance that the 
money is being spent properly. But 0MB and the Congress need 
to act on the recommendations in order to effectuate those changes. 

Ms. Speier. Mr. Nabors, what is your position on that? 

Mr. Nabors. We concur that the single audit is an important 
component of ensuring that there is appropriate oversight. We 
want to make sure there is appropriate money to the State and 
local governments to make sure that they don’t have to reduce the 
administrative staff and the oversight staff that we have, and we 
are dedicated to making sure of that. We are working with the 
chairman and the ranking member to — in support of their bill to 
make sure that even more funding could be available to State and 
local governments to conduct those audits. 

A second piece that we are doing, which I don’t want to get lost, 
is that working with Earl Devaney, who is the head of the Recov- 
ery Oversight Board — he has made it very clear that he sees one 
of his primary responsibilities is getting in on the front end of 
projects to make sure that as much as possible we can make smart 
decisions and we can help the agencies make smart decisions so 
that we have the mechanisms in place so that money isn’t wasted. 
Once the money is wasted, it’s a shame for all of us. If we can get 
in and shape the programs ahead of time so that we can minimize 
the amount of waste that comes out the other side, that would be 
best for the American taxpayers and for the Congress. So we are 
working very hard with Earl and with the various IGs to try to set 
up those mechanisms ahead of time as well. 

So I think between the State auditors, the local auditors, and the 
IGs and the Recovery Oversight Board, we are trying as much as 
possible to create a network of oversight that will try to minimize 
the amount of waste that could occur from Recovery Act spending. 

Ms. Speier. Final question. If there is fraud, there should be a 
means by which that money could be returned to the Federal Gov- 
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eminent. Have you put that in place? Have you thought about it? 
What are you going to do about fraud? 

Mr. Dodaro. That’s the basic responsibility of the Federal Gov- 
ernment agency. If we find fraud or potential fraud, we will refer 
the matter to the Justice Department for further investigation. We 
don’t have law enforcement authorities, but we do make referrals 
to inspectors general and the IGs. We have made available to the 
public a hot line where people can submit allegations of fraud. The 
Recovery Act also requires the inspectors general to do the same. 

Ms. Speier. How do you advertise that hotline? 

Mr. Dodaro. It’s on our Web site. We have put out press notices 
regarding it. 

Ms. Speier. How many calls have you received? 

Mr. Dodaro. We have received about 61 allegations so far. We 
have referred some things to the inspectors general. There are 
about 25 or so that we are looking into more deeply to assess the 
merits of it. We will be following that up. 

Ms. Speier. Could you report back to the committee on what you 
find from those hotline inquiries? 

Mr. Dodaro. I would be happy to. 

Chairman Towns. I now yield 5 minutes to the gentleman from 
Arizona, Congressman Flake. 

Mr. Flake. I thank the chairman, and I thank the witnesses. I’ll 
ask a series of questions and if I could get a quick answer. I’ll get 
to more. 

The Vice President has said that he is kind of the sheriff on this, 
that his role is to provide oversight. What specific role does he 
play? Does he go to meetings? What does he do? 

Mr. Nabors. The Vice President holds regular meetings with the 
Cabinet agencies and with the implementation officials with the 
agencies, and he is also very involved in terms of reviewing agency 
plans with regard to broad goals of Federal spending. 

Mr. Flake. When we see programs that we are told are getting 
funding, it kind of makes us wonder when you say no — if you say 
no. For example, we are told that $800,000 of this recovery funding 
will be used for a runway at an airport in Pennsylvania that has 
around 20 passengers a day that fly to Washington. Why wasn’t 
that money turned down? And if it’s not, can you give me any spe- 
cific examples where you’ve said no? 

Mr. Nabors. There are a number of examples where we have 
gone back to the agencies and asked a series of very hard ques- 
tions, and projects were removed. With this specific project, I would 
have to go back to the Department of Transportation and find out 
more about the criteria that were used to make this award. 

Mr. Flake. But you don’t know of any examples where you just 
said no? Just hard questions? 

Mr. Nabors. Most of this work is done at the agencies. I would 
want to go back to the specific agencies and get the examples of 
them. 

Mr. Flake. The Vice President has said that some people have 
been scammed already. That is his quote. Can you give any exam- 
ples of that? 

Mr. Nabors. I am not sure what the Vice President was refer- 
ring to there. 
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Mr. Flake. Should we ever take anything serious said by the 
Vice President or somebody assigned to go and retract what is 
said? 

Mr. Nabors. I take what the Vice President said very seriously. 

Mr. Flake. It would be good to know what he’s referring to. 

Mr. Nabors. I’m just not familiar with that quote. 

Mr. Flake. CNN Money just put something out saying that $75 
billion had been allocated already, paid out. You say $57 billion. 
Which is correct? 

Mr. Nabors. The most recent information I have is $57 billion. 

Mr. Flake. And you say 150,000 jobs have been created. That is 
some $380,000 per job where the goal is $92,000 per job. 

Mr. Nabors. I think there is a discrepancy. I’m giving you the 
most recent information that we have with regard to obligations. 
It’s $57 billion to date. I would have to go back and look at when 
the job creation number was actually calculated. It’s not the exact 
same time period. 

Mr. Flake. But it’s safe to say that we are considerably north 
of the figure of $92,000. That’s the goal. 

Mr. Nabors. I would have to go back and take a look at that, 
but I will provide that information for the record. 

Mr. Flake. So with projects — and we were told initially that they 
needed to be shovel-ready. I have to tell you, I grew up on a farm 
and my dad always had projects that were shovel-ready. They usu- 
ally involved rubber boots and a corral. 

I’m just wondering if there is any other criteria, again going back 
to this thing. I still have not heard of examples coming from any 
agencies. And, again, going back to this one — and Mr. Burton 
named some others — these projects where you would have to say, 
you know, unless you just concede that throwing money out is 
going to create jobs somehow or improves the economy, that per- 
haps it would be better to give it in the form of tax relief and allow 
individuals to spend it. 

But I still would love for you to come back to the committee and 
give us information on at least one instance sometime where an 
agency has said no. Just because it’s shovel-ready doesn’t mean it’s 
worthy. 

Mr. Nabors. I’ll be happy to provide that information for the 
record. 

Mr. Flake. I yield to Mr. Issa. 

Mr. Issa. If they could put the “Federal Deficit Will Reach Levels 
Never Seen Before” up on the board. 

Mr. Dodaro, earlier you showed us your declining one. This one 
appears to be your chart, but referred to in positive deficit. And I 
want to make sure, because again I told you I had to take stats 
and I hated it. Your downward one appears to be the equivalent 
of that one; same thing, but everything in reverse, that obviously 
states a little different. And if I read it correctly, we have increas- 
ing deficits as far as the eye can see projected. When you express 
it positive — because we are in deficit and your chart was a negative 
deficit because you have these minus numbers. 

Can you explain the difference between those two charts? 

Mr. Dodaro. It’s basically just the reverse explanation. I mean, 
there are different ways to explain this and to display it. 
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One, the chart I am showing is the annual deficit, what it is ex- 
pected to be as a percent of gross domestic product. There are also 
measures that you could show where there is a percent of debt held 
by the 

Mr. ISSA. My time is expiring. 

Isn’t it more standard when you talk about deficit to have it as 
a positive deficit? In other words, a growth in deficit normally is 
an upward number. In your case, the downward might have people 
think that things are getting better, when in fact, down in your 
case or up in the other case, both are growing deficits. 

Mr. Dodaro. Right. “Down” in our case means you are going bad. 
You are heading in the very wrong direction. 

Mr. IsSA. I wanted to make everybody understand that down- 
ward chart is really bad and that’s where we are headed right now. 

Mr. Dodaro. Correct. 

Chairman TOWNS. The committee will adjourn, and we will re- 
convene 5 minutes after the last vote. 

[Recess.] 

Chairman Towns. Let me just reconvene the committee and to 
say to Mr. Nabors and, of course, Mr. Dodaro that we really appre- 
ciate your being here; and, as you know, that, based on the com- 
ments made by Members, there’s a lot of things that we need to 
sort of get clarification on, you know. And one in particular, that 
if jobs are retained, how is that in terms of job creation, you know, 
and that a lot of areas, you know, they would have had to lay a 
lot of people off, but as a result of the money, they were able to 
retain them. And I think in many instances it just made so much 
sense to do that. Because when you look at education where you’re 
able to have teachers, you know, that would have been laid off and 
would have these huge class sizes that now are able to have their 
jobs, I think it makes sense. 

And, of course, I want to thank you and want you to look into 
these issues, because we’re going to always have these until we 
come up with some clarification. 

So, 0MB, you really have to have some guidelines to make cer- 
tain that people understand, you know, what job creation means. 
Is it a part-time job, half-time job, whatever. I mean, these things 
need to be sort of made clear so we know where we’re going so we 
can answer questions when they come up. 

And I now yield to the ranking member, and then after the rank- 
ing member we’re going to dismiss this panel. 

Mr. IssA. I would like to echo the chairman’s accolades of your 
being here today and your willingness to respond both here today 
and some of the followup that you’ve promised. 

This committee is dedicated to have you back essentially every 
time there’s a new report, which is every 2 months; and I hope you 
will indulge us in something close to that schedule. Based on what 
the chairman may want, we may do it informally or formally, but 
it’s very clear we feel it’s one of the core responsibilities of this 
committee and one that we want to work on on a bipartisan basis. 

And with that, Mr. Chairman, I agree we should go to the next 
panel; and I thank you for your service. 

Chairman Towns. Thank you very much. 

And now we will move to panel two. 
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Our next panel, the Honorable Deval Patrick is Governor of the 
Commonwealth of Massachusetts. Governor Patrick’s career in- 
cludes leadership experience at the top of levels of business and 
nonprofits and government, including as Assistant Attorney Gen- 
eral for Civil Rights at the Justice Department. 

Governor Patrick recently signed into law legislation to maximize 
the Commonwealth’s eligibility to receive Recovery Act funding. 
The new law builds on the work and ideas of hundreds of people 
who have participated in a task force to establish a plan for the 
best use of Federal stimulus dollars. 

Governor, will you stand and let me swear you in. 

[Witness sworn.] 

Chairman Towns. Let the record reflect that he answered in the 
affirmative. You may be seated. 

Governor, we would allow you 10 minutes. You know, after all 
you’re a Governor. You get 10 minutes. So if you can proceed. 

STATEMENTS OF DEVAL PATRICK, GOVERNOR, COMMON- 
WEALTH OF MASSACHUSETTS; MARTIN O’MALLEY, GOV- 
ERNOR, STATE OF MARYLAND; AND EDWARD RENDELL, 

GOVERNOR, COMMONWEALTH OF PENNSYLVANIA 

STATEMENT OF DEVAL PATRICK 

Governor Patrick. Well, Mr. Chairman, thank you, I think, for 
the 10 minutes. 

I’m going to be brief, and I want to apologize in advance that I 
have to leave early for an appointment elsewhere in the city, but 
my staff and I will be happy to followup with you and Congress- 
man Issa and members of the committee, our own members of the 
Massachusetts delegation and others and their staff on any specific 
questions you might have. 

Chairman Towns. We respect your time constraints. 

Governor Patrick. Thank you very much, Mr. Chairman; and 
thank you for the opportunity to testify today about the American 
Recovery and Reinvestment Act and its impact on the Common- 
wealth of Massachusetts. 

I want to ask that you accept my written statement for the 
record and permit me to just summarize it. 

Chairman TOWNS. Without objection. 

Governor Patrick. Thank you. 

First, I want to acknowledge and thank the Congress and the 
President for providing these much-needed resources. These are the 
tools that we need to help us weather these unprecedented eco- 
nomic times and to begin to transition our economy over time to 
the next chapter of sustained growth. 

So far, Massachusetts has received close to $2.6 billion in Federal 
recovery funds. Most, I think like most States, has come for Medic- 
aid and education; some as the first installment on transportation 
projects. 

While we’ve not been able to avoid all layoffs and cuts in State 
services, without our funds these cuts would have been much more 
drastic and disruptive. With them, Massachusetts has been able to 
sustain critical safety net programs and services such as in edu- 
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cation and health care, and I just want to get into that a little bit 
more. 

In education, Recovery Act funds enabled us to maintain our in- 
vestments in education reform, a 15-year commitment that has 
placed our students first in the Nation on the NAIPs scores and in 
the top six in the world on the TIMSS measure of science and 
math. 

The recovery funds have also enabled us to continue our pioneer- 
ing experiment in health care reform where over 97 percent of our 
residents are insured today, the highest level in the Nation. 

In fiscal year 2010, the increased FMAP will allow us to main- 
tain eligibility and benefits for hundreds of thousands of low-in- 
come residents who rely on State-subsidized health insurance. 

We estimate that the Recovery Act’s education and FMAP fund- 
ing have helped us retain thousands of teachers, social workers, 
health care workers and others. 

Our initial highway funds are putting people back to work today 
and laying the foundation for future growth. We’re using highway 
stimulus funds in Fall River, an area especially hard hit by the re- 
cession, for a new interchange opening up 300 acres of property for 
commercial and industrial development. Investments are also being 
made in the western part of the State for an intermodal facility to 
allow for the more efficient interaction of different transportation 
methods. 

We are ready to put forthcoming Recovery Act funding and our 
people to work especially in the innovation economy. The clean en- 
ergy field is the fastest growing sector in the State, with 20 percent 
growth in 2007. Today, we have more than 500 firms and 14,000 
people working in those — in that field. With a program I an- 
nounced just last week to use Recovery Act funds to install solar 
panels on State buildings, including all four terminals at Logan 
Airport, those numbers will grow. Town halls, libraries, and other 
municipal buildings are also set to receive funds for solar installa- 
tions and homeowners for weatherization, and small businesses are 
likely to undertake the majority of this work, which I think is very 
good news for that important sector of our economy. 

Our plans are ready to implement for investments in transpor- 
tation projects, labor, and work force development programs and 
new technology, including broadband expansion to unserved and 
underserved communities. These Federal investments, coupled with 
State bonding resources we have committed, will create jobs today 
and improve our infrastructure for tomorrow. 

I just want to point out, 4,900 jobs were created in the Massa- 
chusetts economy in May, the first new jobs created in a year in 
the Commonwealth. And while not all of those can necessarily be 
attributed to the Recovery Act, I can tell you that certainly they 
helped. It’s way too soon, in my view, to unfurl the mission accom- 
plished banner, but we’re on the right track. 

The Recovery Act has provided an opportunity to make fun- 
damental changes to the way we do business. For instance, the use- 
it-or-lose-it requirements helped motivate us to examine and im- 
prove the process for contract awards. As a result, the time from 
bid opening to notice to proceed has been cut from 120 days to less 
than 60 days without any loss of oversight, and the members of the 
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Massachusetts delegation will know that this has been a particular 
challenge of ours in Massachusetts over the years and a real focus 
of our administration. 

In the same vein, I commend the Congress for insisting that we 
deliver on the goal of maximum transparency and accountability. 
In Massachusetts, we have been focused on creating a transparent, 
accessible way for both professional watchdogs and average citizens 
to track recovery spending; and we have taken a number of steps 
to protect against waste, fraud, and abuse. 

First, even before the Recovery Act’s enactment, we identified the 
State agencies and programs through which recovery funds were 
likely to flow and directed those agencies to review, update, and 
amend their existing internal controls to satisfy the most rigorous 
compliance oversight requirements. We then vetted those control 
plans with the State Auditor, Inspector General and Attorney Gen- 
eral, all independent officials in Massachusetts, to see if they saw 
any gaps that we had missed. 

Second, we established a centralized Recovery Act project man- 
agement office. We call it the Office of Infrastructure Investment. 
This office coordinates projects between State agencies and munici- 
palities, helping to streamline the process of obtaining regulatory 
approvals and ensuring compliance with Federal and State regula- 
tions. The office will include a compliance and monitoring manager 
who will oversee internal control processes, assess compliance 
risks, and conduct periodic compliance reviews across all State 
agencies receiving these funds. 

And, third, we’ve developed a State Web site, a recovery Web 
site, mass.gov/recovery, on which we publish recovery expending by 
type and by region for money that flows through the State. The site 
will contain all the information required by the act, including a de- 
tailed description of each Recovery Act funded project and activity. 

Finally, I want to mention two items that need I believe the con- 
tinuing attention and partnership of the Congress, the administra- 
tion, and the States. 

No. 1, we are still waiting for the bulk of the money. I under- 
stand that much of the funds will be released this summer, and 
that’s very good, but I would be remiss if I didn’t make the point 
that we, as Governors, are ready to go and want to work with our 
Federal partners to ensure projects start quickly. We can do this, 
I believe, without sacrificing the important goals of transparency 
and effective oversight. Both goals are possible, and both must be 
achieved simultaneously. But no funds, no projects; and no projects, 
no jobs. So, with due respect, passing the bill, as important as that 
was, creates no jobs. Spending the money creates the jobs. 

No. 2, although I commend Congress for authorizing States to 
utilize a small portion of Recovery Act funds for central reporting 
and accountability systems, the process that States have to go 
through to obtain authorization to begin spending these funds 
needs to be simplified. States have been instructed that in order to 
access Recovery Act funds to pay for centralized systems, including 
that transparency and accountability that I referred to. States 
must follow longstanding cost allocation procedures set forth in 
0MB administrative circular No. 87 and then submit proposed 
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amendments to their existing State-wide cost allocation plans to 
Health and Human Services for review and approval. 

Now, we are currently in negotiations with HHS over the details 
of our proposed plan, because we have concerns about whether 
those procedures adequately account for the Recovery Act’s unique 
issues and requirements. In the meantime, however, we can’t ac- 
cess the funds until we finish those negotiations, and it’s unclear 
when those negotiations will conclude. And, to the best of my 
knowledge, there is no other State that’s in a different position. Ev- 
erybody is stuck on this particular point right now. 

Now, our comptroller has shared these concerns with 0MB. The 
issues are complicated. We have a very productive working rela- 
tionship and discussion with 0MB, but we need to conclude this as 
promptly as possible in order to allow the time to build those ac- 
countability and transparency systems to track Recovery Act 
spending. 

So, again, I just want to thank you for inviting me today. I thank 
you for the initial investment in the long-term effort to help Amer- 
ica recover from this economic crisis, and I am happy to take any 
questions that you may have. 

[The prepared statement of Governor Patrick follows:] 
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Governor Deval L. Patrick 

Testimony before United States House Oversight and Government 

Reform Committee 
Washington, DC 
Wednesday, July 8, 2009 

Good morning. Thank you Chairman Towns, Ranking Member 
Issa, and members of the Committee for the opportunity to testify 
today about the American Recovery and Reinvestment Act and its 
impact on the Commonwealth of Massachusetts. I first want to 
acknowledge and thank President Obama for his leadership and 
commitment to ensuring that the states have the tools they need to 
weather these unprecedented economic challenges. I also want to 
thank Congress for providing these much needed funds, and for their 
long-term vision for economic sustainability. 

To date, Massachusetts has been awarded close to $2.6 billion 
in federal recovery funds for Medicaid, education, and transportation 
projects. These federal funds have helped Massachusetts sustain 
critical safety net programs and services while avoiding laying off 
thousands of teachers, public safety workers, human service 
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providers and other government employees It also is allov\/ing us to 
make infrastructure investments that are both creating jobs now and 
laying the foundation for long term economic growth in the future. Of 
course, even with ARRA funds, we have been forced to make difficult 
cuts to balance the state budget. I am not under any illusions that 
ARRA funding is a panacea. We continue to make the hard choices 
to ensure our long-term economic health. 

In Massachusetts, we have a rich history of education 
achievement. Our fourth and eighth graders outscored the nation, 
and most of their international peers, in math and science on the 
world's largest study of student performance in those subjects. 
According to the results of the 2007 Trends in International 
Mathematics and Science Study (TIMSS), Massachusetts 4th graders 
ranked second worldwide in science achievement and tied for third in 
mathematics; the state's 8th graders tied for first in science and 
ranked sixth in mathematics. 

With the influx of federal recovery dollars through the State 
Fiscal Stabilization Fund we have been able to protect the gains we 
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have already made and continue the work to adopt an even more 
rigorous set of academic standards and assessment that will best 
equip tomorrow’s leaders with the tools for success. 

This past fiscal year, ARRA funds prevented a 10 percent cut to 
education spending in Massachusetts. We used $41 2M of 
stabilization funds to ensure that we fully funded all 328 of our school 
districts. 

While we have asked districts to use these one-time funds in 
strategic ways to drive education reform, we are also mindful that 
superintendents across the state are seeing their “funding cliffs” right 
now. Therefore, some of these stabilization funds are being used to 
avoid massive layoffs in the short-term, and they have helped bridge 
the gap until our state revenue picture begins to turn around. 


ARRA funds have also enabled Massachusetts to continue its 
pioneering experiment in health care reform. Today, over 97 percent 
of Massachusetts residents have health insurance - the highest of 
any state in the nation. In FY 2009, enhanced Medicaid matching 
funds allowed us to continue our successful health reform programs 
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by claiming an additional $860 million in federal reimbursements. In 
FY 2010, the increased FMAP will allow the Commonwealth to 
maintain eligibility and benefits for hundreds of thousands of low 
income residents who rely on state-subsidized health insurance. 

These are important steps to secure the safety net for 
Massachusetts residents. But ARRA funding is also about long-term 
thinking and bringing better tomorrows within our reach. The 
opportunity in this crisis is to ensure that we do everything we can to 
position ourselves for the upswing by preparing our states for 
sustainable long-term growth in the 21®' century innovation economy. 

Our focus in Massachusetts has always been on the future of 
the innovation economy. We have been working to position the 
Commonwealth for success regardless of the economic climate by 
making strategic investments in the engines we believe will drive 
tomorrow’s economy. We are leading the way out of the fossil fuel 
era towards a clean energy future. The clean energy field is the 
fastest growing sector in the state with 20% growth over the previous 
year in 2007. Today, we have more than 500 firms and 14,000 jobs 
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in this field. Just last week, 1 announced a program with ARRA funds 
to install solar panels on state buildings, including all four terminals at 
Logan Airport. Town halls, libraries and other municipal buildings are 
also set to receive funds for solar installations and small businesses 
are likely to undertake the majority of this work. 

The Commonwealth’s highly educated workforce, academic 
research centers, and our entrepreneurial spirit ensure that we will 
remain an international clean energy leader in the years ahead. 

Under the leadership of the President and the Congress, 
Massachusetts will continue to compete for millions of dollars for 
shared priorities in transportation projects, labor and workforce 
development programs and technology investments, including 
broadband expansion to un-served and underserved communities. 
These federal investments coupled with continued state funds will 
yield increased employment and better infrastructure today and will 
open the doors of opportunity to more citizens to share in tomorrow’s 
prosperity. 
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Our initial highway funds are also immediately putting people 
back to work, and laying the foundation for future growth. We are 
using highway stimulus funds in Fall River, an area hard-hit by the 
recession, for a new interchange opening up 300 acres of property for 
commercial and industrial development. Investments are also being 
made in the western part of the state for an intermodal facility to allow 
for the efficient interaction of different transportation methods. 

ARRA funding has not only enabled us to get people back to 
work more quickly and invest in our infrastructure and future growth, 
but it has provided an opportunity to make fundamental changes to 
the way we do business. For instance, the “use it or lose it” 
requirements motivated MassHighway to examine and improve the 
process for contract awards. Previously, the time from bid opening to 
notice to proceed took around 120 days. Through a concerted effort 
the Commissioner and her staff reduced this time for ARRA projects 
to less than sixty days without any loss of oversight. 

From the beginning, we have been committed to maximum 
transparency and accountability. I commend the Congress for 
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insisting that we deliver on this goal, in Massachusetts, we have 
been focused on creating a transparent, accessible way for citizens to 
track ARRA spending and we have taken a number of steps to 
protect against waste, fraud, and abuse. In January, prior to ARRA’s 
enactment, we identified the state agencies and programs through 
which ARRA funds were expected to flow and directed those 
agencies to review, update and/or amend their existing internal 
control plans to satisfy ARRA’s compliance/oversight requirements. 

We transmitted copies of those control plans to the state 
auditor, inspector general and attorney general and requested that 
they review the plans and inform us if they perceived any potential 
vulnerabilities or concerns. 

We also developed a centralized ARRA project management 
office, the Office of Infrastructure Investment. This office coordinates 
projects between state agencies and municipalities, helping to 
streamline the process of obtaining regulatory approvals and 
ensuring compliance with federal and state regulations. The office 
will include a Compliance and Monitoring Manager, who will oversee 
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internal control processes, assess compliance risks and conduct 
compliance reviews across ail state agencies receiving ARRA funds. 

With respect to transparency, we have developed a state 
recovery website - www.mass.qov/recoverv . We currently publish on 
that site ARRA allocations and spending by type and by region for 
money that flows through the State. Consistent with the guidance 
that 0MB just issued, we also plan to publish on the site all of the 
information required by section 1512 of ARRA, including a detailed 
description of each ARRA-funded project and activity. Our goal is to 
develop a robust, centralized oversight mechanism which can identify 
and resolve issues as quickly as possible, and can continue to 
provide enhanced financial oversight after ARRA expires. 

While we have taken many positive steps forward in the areas 
of transparency and accountability, we have encountered a few 
bumps in the road. 

We all know that the implementation of the Recovery Act is a 
huge endeavor. I believe that all parties have been trying to balance 
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the need for appropriate oversight and transparency with the requisite 
expediency needed to spur economic activity. We await the bulk of 
the money to come through. It is true that the funds we have 
received through FMAP and education are enormously helpful to 
shore up the safety net and I’ve already talked about the impact of 
those funds. And the transportation money is already proving 
beneficial as we begin to undertake various projects throughout the 
state that put people to work. Additionally, I do not think you can 
discount the impact that these images of folks working can have on 
the public. 

I commend Congress for authorizing states to utilize a small 
portion of ARRA funds for central reporting and accountability 
systems. One concern I have, however, involves the process states 
must go through to obtain authorization to begin spending these 
funds. Per 0MB Guidance dated May 1 1 , 2009, states have been 
instructed that in order to access ARRA funds to pay for centralized 
systems - including transparency and accountability systems - states 
must follow longstanding cost allocation procedures set forth in 0MB 
Administrative Circular 87, and submit proposed amendments to their 
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existing statewide cost allocation plans to Health and Human 
Services for review and approval. Massachusetts has done so and is 
currently in negotiations with HHS over the details of its proposed 
plan amendment. In the meantime, however, we cannot access the 
funds and it is unclear when we will be able to do so. To the best of 
my knowledge, no other state has been able to access their funds 
either. 


I appreciate why 0MB may have initially believed that it would 
be most efficient to use existing Circular 87 procedures. However, 
we have growing concerns about whether those procedures 
adequately take into account ARRA's unique issues and 
requirements. Unless these differences are recognized and 
addressed, I fear we will not be able to access the funds we need in 
sufficient time to build the reporting and oversight systems that ARRA 
requires. 

My comptroller has shared these concerns with 0MB. The 
issues are complicated, but we have a very productive working 
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relationship with 0MB and will continue working with them to find 
solutions. 

Again, thank you for inviting me today. I look forward to our 
continued partnership as we work to help America recover from this 
economic crisis. I am happy to take any questions you might have. 
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Chairman TOWNS. Thank you very much, Governor. 

Let me just inform the Members that we have two other Gov- 
ernors that will be joining us, and we’ll just swear them in at that 
time. 

I would like to yield 5 minutes to the gentleman from Massachu- 
setts, Mr. Lynch, and the reason for it is that he yielded his time. 
Mr. Lynch. 

Mr. Lynch. Thank you, Mr. Chairman. 

Governor, I appreciate you coming here and helping the commit- 
tee with its work. I do have a copy of Gene Dodaro’s — well, the re- 
port on the Recovery Act funding and the results that his periodic 
review has done in Massachusetts; and I would say that, at least 
according to this report, you got pretty strong marks. There are 
some questions, but, for that which he could determine, Mr. Dodaro 
has I think expressed some confidence in the way that you’re han- 
dling in Massachusetts, and I appreciate that. 

Governor Patrick. Thank you. 

Mr. Lynch. I do want to say that, originally, the Recovery Act 
was all about creating jobs, and that’s how it was announced to the 
public, and that’s how its success or lack of success is being meas- 
ured, and I think that’s fair. When you think about the difficulties 
we’re having, the focus on job creation was the simplest way I 
think to address that crisis. 

But through the legislative process, it became more than a jobs 
creation bill. It became a massive health care supplemental and 
education supplemental, which were desperately needed in Massa- 
chusetts and around the country but not necessarily job creation 
measures, desperately needed, but the money that we spent on 
education, the money we spent on health care wasn’t necessarily 
resulting in the creation of jobs, and I think some people forget 
that fact. 

The other piece that I think has confounded us all is the fact 
that it has taken so long for some of this money to get out on the 
street, get out on the job sites, create those transportation jobs that 
we were hoping for. And I want to ask you, it seems to me, in read- 
ing the report by Mr. Dodaro and the Government Accountability 
Office, that there was a pipeline for the health care money to get 
out there that was all set up. There’s a pipeline for the education 
money to get out there. There are systems in place to spend that 
money. 

But — and one-of-a-kind projects, transportation projects, infra- 
structure projects, there was not a — these were one-of-a-kind 
projects. They were basically established by the Governors, and 
so — in terms of priorities. So there’s been a delay in getting — look. 
I’m a former iron worker. Nothing makes me happier than when 
I see the iron workers and the building trades people go to work. 

Governor Patrick. Right. 

Mr. Lynch. And I just want to ask you about the difficulty that 
we’re seeing that you expressed in your own comments about get- 
ting that money out on the job sites and creating these jobs. What 
do you think is — where do you think is the holdup? What is the key 
component here that we’re missing in seeing this very long delay 
in getting that money out to create the jobs? 
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Governor Patrick. Congressman, thank you for your comments 
and questions, and let me respond to both of them. 

First, the job creation versus job retention, both are important 
because if the — and to your point, I agree with you. The bill is try- 
ing to accomplish more than one thing, and that those different or 
added goals were developed in the course of the legislative process, 
and we not only respect but we appreciate that. Because, frankly, 
if we are unable to maintain services, particularly those where the 
demand goes up because the economy is in stress, then that com- 
pounds some of the economic stresses that we are dealing with in 
my State and in others. So I think the job retention counts and 
being able to maintain our investments in education and health 
care are enormously important. 

In terms of the length of time of moving the money out, again 
I make the point — and I have made it privately to agencies as 
well — no — no — no funds, no projects; no projects, no jobs. That’s 
where the job creation comes from. 

I think that everyone is trying to balance another objective of the 
act and of good policymaking, which is utterly thorough oversight 
and to make sure that we — because I think there is a sensitivity 
that a misstep could, rightly or wrongly, discredit the whole pro- 
gram. 

And so in many — in the cases you talked about, we’re having — 
the agencies are having to create new guidelines, new frameworks 
for moving the money out. They have been very open to consulta- 
tion from Governors and others about what those guidelines ought 
to be, but until those are in place we are told the money won’t flow. 
Most of them are in place at this point, and so I think this summer 
is when we will see a lot of those funds coming our way. 

Governor Rendell. Could I jump in on that? 

Mr. Lynch. Please do. Governor. 

Chairman TOWNS. Governor, we didn’t swear you in yet. So 
you’re going to have to hold it for a second. 

Governor Rendell. I promise I’ll tell the truth. 

Chairman TOWNS. You’re going to have to hold it a second. I tell 
you, let me swear you in. If you’ll stand now, we’ll swear both of 
you in. 

[Witnesses sworn.] 

Chairman Towns. You may be seated. Now you can participate. 

Governor Rendell. I think the point that Governor Patrick made 
is a very good one; and I think the administration worries about 
it and we do, too. I mean, I have personally said that I am going 
to oversee every dime of the stimulus money for my last 18 months 
in office because I want it to go well. 

And I see — and I don’t mean yourself because you’re certainly not 
alone. But I read in the newspapers. Politico today, stimulus money 
getting out too slow, etc. If this money had been thrown out the 
door without proper planning, if this money had been rushed out 
in the streets, a compacted RFP process so that really the Gov- 
ernors could pick who the contractors were, etc., well, there would 
be hell to pay. Because there were two things that all of us worried 
about; and I think the administration did, too: getting it done fast 
but getting it done right. And I think the administration has struck 
the proper balance, and I think we have. 
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I saw Mr. Dodaro’s answer — I don’t know if it was Congressman 
Issa’s question — but he said, look, where there are existing streams 
like the transportation money, transportation money we just han- 
dled like any Federal money funds. The money flowed to the re- 
gional planning organizations by formula. They made the decisions 
on projects, gave them back to PennDOT. 

Where that was the case we’re out — we’re in the ground on more 
than a half of our 242 transportation projects. We have a billion 
plus in transportation dollars. That’s incredible to do it in less than 
4 months. The transportation plan was approved March 12th. It’s 
less than 4 months. That’s an incredible record of success. 

But for other things like the energy program or things like that, 
the Federal Government’s developing their own guidelines, and 
they shouldn’t rush. In fact, if you looked at my testimony as chair- 
man of the NGA, one of the things the NGA asked for is a little 
bit more time, not to be quite so rushed so we can have a little bit 
more time in the planning process. Because it’s our rear ends on 
the line. If something in Pennsylvania or Maryland or Massachu- 
setts gets screwed up, there’s waste or fraud or the money goes to 
projects that aren’t worthwhile, we’re going to get it before the ad- 
ministration. 

I think they’ve struck the proper balance. If you’re frustrated, so 
am I. I believe that this program will, in fact, have a significant 
effect in not only job retention but in job creation. But, remember, 
it’s just barely July. July, August, September, October, you will see 
unbelievable amounts of people coming back to work on the infra- 
structure portions of this and orders going into factories all over 
the country. So I think we tried, and the administration did, to do 
the two things: do it fast but do it right. 

Chairman TOWNS. The gentleman’s time has expired. 

Mr. Lynch. Thank you. I yield back. 

Governor Rendell. Sorry. 

Chairman Towns. Mr. Issa. 

Mr. Issa. Governor Patrick, I appreciate you being here; and I 
understand you have to leave shortly. I’ll he brief. This may not 
come as a surprise to you at all, but I have a concern specifically 
in your State, and correct me if anything in the Boston Globe is 
wrong. 

Governor Patrick. There isn’t time. 

Mr. Issa. I do it with the LA Times whenever I can, too. 

But the Federal prevailing wage is $37.45. It was reported in a 
couple sources here. But I have the prevailing wage, if you will, the 
actual market wage in your area in the Boston area is $27.09. So 
Federal prevailing wage is higher than the actual prevailing wage 
of sort of everybody, and that’s not uncommon. But Massachusetts 
has chosen a prevailing wage of $58.84, and it’s been reported by 
the Boston Globe and others that this represents, depending upon 
which figure you look at, $141 million to — I have figures up in the 
$174 million range, but just using the Globe $141 million of wasted 
money. 

Now, can you explain to us why you would pay higher than the 
Federal prevailing page if the money was delivered to you by the 
Federal Government in order to maximize the, if you will, gain in 
jobs or minimize the loss of jobs? 
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At the earlier testimony, the $141 million would he at least 1,500 
jobs that would have been saved had you used the Federal prevail- 
ing wage and, of course, even more had market forces allowed for, 
if you will, in a tough time the lowest wage, the highest return to 
Massachusetts and, of course, the greatest amount of people not 
laid off. 

Governor Patrick. Congressman, thank you for the question. If 
you give me the cite of whatever article it is you were referring to. 
I’d be happy to check on and followup. 

I think you know that we have different prevailing wages for dif- 
ferent — for different trades 

Mr. ISSA. Right. 

Governor Patrick [continuing]. And different jobs. And, as you 
said, the average prevailing wage in Massachusetts is lower than 
the Federal average on prevailing wage, but I’d be happy to check 
on those facts. 

Mr. IsSA. Right, and the actual $141 million total was from the 
Beacon Hill Institute; and, as I say, I will give you a copy of this. 

But this goes to, you know, this — the Congress passed this with 
a Davis-Bacon provision. So there’s no question that you were re- 
quired to use a Federal prevailing wage. You were not allowed to 
use, if you will, what I might have considered, which was get the 
maximum amount of people working. 

My grandfather worked in WPA; and, trust me, that was not a 
Federal prevailing wage as we understand it today. They were paid 
very little, but they were paid every day, and it really made a dif- 
ference in knocking down unemployment. 

And to a certain extent this is fashioned after WPA. We’re asking 
you to find projects, in this case shovel ready, but find projects, get 
them out, get the maximum amount of people. You’ve been, to a 
certain extent, incentivized to do it based on number of jobs, not 
necessarily dollars spent. So wouldn’t it be — as Governors, chief ex- 
ecutive, wouldn’t it be reasonable for you to have tried to maximize 
the number of jobs it created rather than the maximum dollars to 
those who were fortunate enough to get those jobs? 

Governor Patrick. Well, Congressman, I appreciate the question, 
but in my original line of work as a lawyer that would be called 
a question that presumes a fact not in evidence. You’ve told me 
what you have read in the newspaper. I don’t know. I haven’t seen 
this article. I would not — it’s 

Mr. IssA. I understand the Boston Globe is not as widely read. 

Governor Patrick. It’s not a dig at the Globe. It’s just that I 
don’t know what you’re referring to. I do know that we have, in the 
view of our own oversight and the Inspector General’s oversight, 
complied fully with the — with the expectation of that. 

Mr. IsSA. There’s no prohibition to you paying more than Davis- 
Bacon. I understand you have that right. But as chief executive, 
would you say — and this is not based on facts not in evidence — ^but 
would you say that your obligation is to get the maximum work 
done, the maximum number of employment and, therefore, the 
least expensive cost of each production? Meaning, if you will, if you 
can pay less or mandate a lower figure than you currently might 
mandate for a particular job, wouldn’t it be consistent with the in- 
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tent of Congress and with the best interests of the people of your 
State that you in fact do that? 

Governor Patrick. Well, not only would it be consistent but I 
think it’s what we do. We have our own State laws that require an 
open and transparent bidding process and that — and that decisions 
be made based on the most effective and least — least expensive. 

Mr. ISSA. OK. I thank you, and we’ll provide you a copy of this, 
and perhaps you can give me your response to that. 

Governor Patrick. Great. Thank you. 

Chairman TOWNS. Governor Patrick, thank you very much for 
your participation. According to the agreement, it’s now 1:02, and 
I’m 2 minutes behind my schedule with you. Thank you so much 
for coming. Thank you. 

At this time, I would like to yield to Congressman Van Hollen 
to introduce the Governor of Maryland. 

Mr. Van Hollen. Thank you, Mr. Chairman. 

I want to thank all the Governors here but a special greeting to 
our Governor from the great State of Maryland, Governor Martin 
O’Malley. 

We have two other Marylanders on this committee. This has 
been — as you know, schedules got moved around, but on behalf of 
Elijah Cummings and John Sarbanes as well, we welcome you, and 
just, Mr. Chairman, to say that we are very proud of the fact that 
our Governor was ready to go as soon as the economic recovery 
money hit the street. 

I know a number of States have vied for this position, but I think 
we — the record will show that we, when it came to transportation 
money, had the first project to hit the street shovel ready; and he’s 
combined that with an accountability system that he’s carried over 
from his days as Mayor of Baltimore and now as Governor, that 
this money is being well-spent in our State of Maryland. 

So I want to thank you for having this hearing and thank Gov- 
ernor O’Malley for being here. 

STATEMENT OF MARTIN O’MALLEY 

Governor O’Malley. Congressman, thank you very much for 
your introduction. 

Chairman Towns, thank you. Ranking Member Issa, members of 
the committee, it’s an honor to be here with all of you today. 

Mr. Chairman, I’m encouraged and congratulate you on the pas- 
sage, in the House, anyway, of your legislation on enhanced over- 
sight of State and local economic Recovery Act which provides some 
additional guidance and some greater flexibility and clarity for us 
at the State. 

And, again, I want to thank Congressman Chris Van Hollen for 
his leadership on these issues — we were together when we were 
breaking ground on some of these recovery projects in Montgomery 
County — and also Congressman Elijah Cummings, who was here 
earlier, and Congressman John Sarbanes. 

Eor those of us working for our citizens in State government, the 
American Recovery and Reinvestment Act has really been a life- 
line. It is helping us to create and save jobs in Maryland. It is al- 
lowing us to position our State’s economy to bounce from this reces- 
sion; and in these tough times it’s helping us to protect some of our 
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most important priorities, namely, the health of our people and the 
education of our children. 

In Maryland, we share President Obama’s commitment to invest- 
ing our American Recovery and Reinvestment Act funds with maxi- 
mum efficiency, maximum openness, maximum transparency; and 
to guide us in this process, we’re using an initiative and a system 
of management that we call StateStat. StateStat is born out of 
CitiStat, which in turn was born out of ComStat, the system that 
the NYPD used to dramatically reduce crime in New York City. 

Its first tenet of all of those stats is timely, accurate information 
shared by all. Timely, accurate information shared by all. We took 
CitiStat with us to State government in 2007, so that when the re- 
covery and reinvestment dollars were appropriated and passed, we 
already had a tracking system in place; and we used StateStat and 
our first-in-the-Nation IMAP — which, by the way, was developed in 
cooperation with ESRI, I believe a San Diego-based company that’s 
terrific on CIS — to strategically target our Recovery and Reinvest- 
ment Act investments. 

We routinely and relentlessly meet with key agency officials. We 
collect and analyze benchmark data in order to change tactics and 
strategies where necessary to achieve our goals. We use CIS tech- 
nology to map and track our progress, connecting these important 
dollars not only to the programs from which they’re coming but to 
the places, the towns, the municipalities, the counties, the neigh- 
borhoods to which they’re going, making real differences in the 
lives of real people. And, again, we’ve made the data available on 
our Web site for all of our citizens to see. 

I’m going to run through a brief slides here as I wrap up. 

This is our StateStat Web site. If we click here on this recovery 
tab, we call up a special page dedicated to the Recovery and Rein- 
vestment Act. We tried to make sure that stylistically, design-wise 
this flowed from the Federal site. If you look on the left, we have 
tabs which lead to two GIS maps which are part of our IMAP. One 
is an overview; the other is more detailed. 

Here on the overview map we display the overall State-wide 
breakdown of Recovery and Reinvestment Act funding areas. We 
also allow citizens to click on their own county to retrieve local in- 
formation. For example, if we click on Prince Georges County, you 
can see the county is receiving $319.9 million in stimulus funds; 
and, again, you see the breakdown and the dollar amounts by cat- 
egory of education, health, transportation, and so on. 

If we click on the individual slices of the investment pie, we 
learn that of these investments $117.9 million are targeted toward 
protecting educational achievement this year. That is the largest 
piece of the recovery dollars that are going to Prince Georges Coun- 
ty. We’re very proud in Maryland to have the No. 1 school system 
in America, according to Education Week magazine. It’s a top prior- 
ity. It is our economic competitive strength, and we want to make 
sure that we protect the future of our kids in these troubled times. 

If you want more information on how we are investing education 
resources in Prince Georges, again, you can click on the map. You 
can see a breakdown of what amount of this is Title I, what 
amount is special education, what amount is State adequacy and 
equity funding and other aid. 
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Now, let’s move to the physical capital investments, those job-cre- 
ating rather than job-saving investments. On the left, we can click 
to access again the more detailed map. If you look toward the top 
of the screen, we give citizens the option of putting their own ad- 
dress and ZIP code in Maryland. 

For the sake of this demonstration, we haven’t inserted Con- 
gressman Van Hollen’s address but rather the Rockville Volunteer 
Fire Co. at 380 Hungerford Drive, 20850. By clicking the “show in- 
dividual projects” on the map button, you can see every Recovery 
and Reinvestment Act-related project in proximity to this address 
highlighted on the map. 

Then we can click on, for example, this highway project; and, as 
you can see from the information again posted on the map for all 
to see, it’s a $1.7 million project on Maryland Route 28. We’re ex- 
pecting bids on July 16th, and we aim to have a contract to begin 
work in September. And, again, all of that information is on the 
map. 

We’re also mapping our water quality and drinking water up- 
grades projects. You can see this is a WWSC project in Prince 
Georges County. 

We can also click on the weatherization data to see how many 
units each county is expected to — expects to weatherize. Prior to 
the Recovery and Reinvestment Act, we were weatherizing approxi- 
mately 400 houses a year. With these important investment dol- 
lars, we’ve set a goal of 3,000 houses in 18 months. 

The Web site allows citizens to track our progress, again, in 
Maryland county and State-wide; and, through StateStat, we are 
looking at the same data to ensure that we’re meeting our goals 
and to hold relevant agencies accountable for changing course, if 
necessary. 

Only two more slides, Mr. Chairman. 

StateStat also updates the map on a weekly basis to reflect the 
fast pace of the implementation of our transportation projects. 

Let’s click on transportation, Beth, if you will and zoom in. 

For each county, we have a level of specificity available that al- 
lows any citizen to easily view things such as who has been award- 
ed the contract for specific transportation projects; also, the bid and 
award date of these projects, the amount; also, the degree of minor- 
ity business participation as part of this contract. As I mentioned, 
for every awarded contract, we’re also tracking that minority busi- 
ness enterprise participation. Once the contract is awarded, we’re 
able to show the level of minority business participation, and Con- 
gressman Cummings has been a national leader in these efforts, 
and we appreciate his leadership and partnership. 

In conclusion, Mr. Chairman, these are just a few examples, but 
all of the information’s available. Most of these programs are al- 
ready in existence. We’ve made all of this available to see on our 
recovery Web site, broadly sharing information instead of hoarding 
it, providing for maximum degree of openness and maximum trans- 
parency, giving our public the tools that they need to monitor the 
progress of their own government. 

For those who are rightfully concerned about the integrity of 
these Recovery and Reinvestment Act dollars, we agree with the 
words of the great Louis Brandeis who said that sunlight is the 
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best of disinfectants. And by measuring performance, by promoting 
openness and transparency, by using tools like mapping and the 
Internet, we believe that our efforts can go a long way in conjunc- 
tion with other States toward guarding against waste, fraud, or 
abuse and, perhaps more importantly, strengthening the connec- 
tion between citizens and their government and the results that all 
of us want to see from these recovery and reinvestment dollars, 
namely, an economy that’s expanding, an American economy that’s 
creating more opportunity and more jobs. 

Thank you very much. 

[The prepared statement of Governor O’Malley follows:] 
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Chairman Towns, Ranking Member Issa, and Members of the Comm ittee, it is an honor to be 
before you today to talk about how Maryland is taking &il advantage of the immense 
opportunities provided by the American Reinvestment and Recovery Act, or ARRA, Mr. 
Chairman, I am encouraged by the passage of your legislation, the Enhanced Oversight of State 
and Local Economic Recovery Act, which provides additional guidance from OMB on 
calculating and reporting job creation data, and allows states the flexibility of using Recovery 
dollars for administrative functions that are critical to out ability to maintain accountability. The 
task of expeditiously and responsibly using these fimds to revitaiize our economy, to keep our 
femilies supported in times of economic hai'dship, and to put people back in jobs has been— and 
will continue to bo-one that is done not only by tlie states, but with the federal government and 
our local jurisdictions. 


A large part of the issue, which has been brought up throughout the debate on the Recovery Act, 
is whether we are able to use this critical resource solely to do the work it’s intended to do. The 
other part is whether we are able to implement the Act in a manner that avoids waste, fraud, and 
abuse - ensuring that every dollar is being used to improve our economy and to create jobs. 

The strong emphasis on measurement, reporting, oversight and accountability, prevalent in the 
ARRA executive guidance and the GAO’s evaluations is a critical component, not only of 
implementation of the ARR.A, but of good governance generally. In our public life, we have to 
be extremely good at measuring inputs in order to serve our taxpayers in an effective manner. 

We typically refer to those inputs as the budget, and it is typically done on an annual basis, but 
we have often neglected to pay enough attention to outputs, to the product of government. 

However, the Recovery Act has quickly changed that trend. In drafting this law. Congress did 
not simply want to give money out; it wanted to make sure that this country had the resources it 
needed to recuperate. President Obama and Congress wanted to make sure that we measured the 
outputs of the Recovery Act— not just dollars spent, but the Jobs created. They had this goal in 
order to show the American people how this strategic investment impacts their states, their 
county, their cities, their neighborhoods, and even their neighbors’ homes. 

And in Maryland, we are doing just that I want to share with you today how some of our efforts 
with performance-based governing strategies — specifically the use of “Stats”. — have been 
applied to tracking the implementation of the Recovery Act and its critical outcomes. 

I was first introduced to this model of governing about nine and a half years ago when I began 
my first term as Mayor of the then very troubled City of Baltimore. In Baltimore I was inheriting 
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decades of population loss, one of the highest violent crime rates, one of the highest addiction 
rates in the nation, underperforming schools, underperforming and unresponsive city services, 
littered streets and alleys, thousands of vacant buildings and worse yet, vacant hearts. 

Through CitiStat, we began measuring and mapping every conceivable service, problem, and 
opportunity, and we adopted the NYPD’s “ComStat” tenets so that we could act upon our 
findings. These tenets are; timely, accurate information shared by ail, rapid deployment of 
resources, effective tactics and strategies, and relentless follow-up and assessment. 

We made information on our progress available for all to see on our City’s website. And 
together, with the citizens of Baltimore, we were able to make progress for all: making a city 
where some neighborhoods- — once considered ungovernable — fonction again, reducing violent 
crime by 40%, more than quadrupling our City’s Rainy Day Fund, and reversing four decades of 
seemingly insurmountable population loss. 

Subsequently, in 2007, when we were given the keys to an even larger organization, namely the 
State government of the great people of Maryland, we took this model with us and created a 
program called StateStat. StateStat has allowed us to track and measure progress on a level that 
has never been achievable before throughout Maryland’s history. 

Every month, State agencies submit data on metrics they obtain for critical programs that support 
our key governance goals and objectives. We then take this data, analyze it, and meet with 
agency leadership on a fai-weekly or monthly basis to confront the policy-makers and measure 
the progress we are making together. 

So when the Recovery Act was passed, we were already systematically looking at data and 
outputs closely, and agencies were already accustomed to analysis of their results on a regular 
basis by my team. This method gave us an already up-and-running and highly transparent 
reporting process that could benefit our efforts to track Recovery Act implementation and the 
impact it would have on our economy in terms of dollars expended and of jobs created and 
retained. We were poised for both detailed tracking and transparent reporting of the stimulus we 
were set to receive. 

Through StateStat, we are working to track our recovery funds and respond fully to the federal 
reporting requirements. We are also using this innovative tool to track the outcomes of the 
recovery dollars spent in Maryland. This tool and related methods are beginning to take root in 
other states as well, and we feel that it is a model that can and should be replicated. 

In StateStat, we regularly use GIS mapping technology to chart our patli to better goveinance. 
With the Recovery Act, we have engaged the same technologies. We are using our GIS mapping 
technology to track ARRA funds from the moment they enter the State’s coffers through the time 
they flow through agencies and down to local jurisdictions. Through our interactive website, we 
are giving those maps to the public, live, in real time. We do this because we want to share with 
everyone not just how much money we get, but where it goes and why it went there, right down 
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to the neighborhood where a street is being repaved or a house that is being weatherized. Most of 
all, we want the public to see the outcomes of our efforts. 

I’d like to take the next few moments to show you, briefly, how we are maximizing the 
opportunities provided by the Recovery Act in Maryland and how we are using our StateStat 
process to track these resources and meet the reporting guidelines for transparency and 
accountability in a most expeditious way - in accordance with the intent of the legislation. 

Wcatherization — Setting Goals and Meeting Them 

The first effort I’d like to talk about is the tremendous boost to wcatherization programs 
provided by ARRA. The increased funding to this program was by far the largest enhancement, 
and we will keep a critical eye on how these new dollars are invested. By way of our proximity 
to Washington and our program personnel readiness, we hope to make Maryland a true testing 
ground for the rest of the nation on ways to handle the influx of resources responsibly and to 
ensure that the neediest communities are served by the program. Before the Recovery Act, 
Maryland’s weatherization program had a $5 million dollar budget — now it’s a $65 million 
dollar program. And as you know, this program helps low-income households weather-proof 
their homes and make them more energy efficient - ultimately leading to lower utility bills. To 
meet the needs of the program, local weatherization agencies and their contractors will hire 
hundreds of people to go into houses and perform energy audits that will produce projects for 
contractors to complete in order to make homes more energy efficient. This process will reduce 
heating bills and reliance on energy assistance programs while continuing to grow our green 
sector job market. 

To help adjust to this new level of funding, we are setting higher goals to help us rethink what 
we can do with this program. In the past, we were weatherizing about 400 units a year statewide. 
Now, we have a goal of weatherizing over 3,000 units in the next 18 months, and we know how 
many we want to weatherize in every part of our state - by jurisdiction and by month. So, we 
don’t just care that we have a lot more money to weatherize houses, we are focused on setting 
real goals for houses and units weatherized so that we can, in turn, show people that we are 
making progress that will make the lives of Marylanders easier. 

Furthermore, we are committed to a detailed tracking of the weatherization process. When we 
first started this effort, we met with Secretary Skinner and his staff at the Department of Housing 
and Community' Development (DHCD), with the goal of making ours a model program for the 
nation, and we set the goals we wanted for every jurisdiction in Maryland. All of us, as a team, 
have committed to that goal. Since the dispersal of ARRA funds. Secretary Skinner and his staff 
from DHCD have continued to come in for their StateStat meetings, and they have sat down with 
my team - which includes me, by the way. The first thing we have done is to project the map 
and the data, and ask, “OK, have we met our goals?” If we didn’t meet a goal — which the 
agency helped create— we have figured out the reasons: identifying barriers or perceived barriers 
to implementation, identifying possible solutions and problem-solving until we are all confident 
that this investment was paying off. And where we have met our goals, we have seen that we 
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were making progress in the right direction. 

Not only will we see the homes weatherized, but we will see every contract dollar and all of the 
other information required for tracking on the federal level - tlie funding source, the contractor 
ID number, and the jobs created. This is how we plan to create a transparent reporting system, 
by tracking all of the money and all of our goals down to a very local level using the StateStat 
process, and then collecting the information and reporting it all back to the federal government - 
and to the public by way of our web resources. 

Transportation Projects— Showing Impact on the Community 

Another area in which we have had success is transportation infrastructure. In Maryland, we had 
the first shovel in the ground using ARRA funds nationally. That project, a one-mile stretch of 
New Hampshire Avenue in Montgomery County, is not too far from here, only about 13 miles 
north, near Silver Spring. We were able to achieve this just days after ARRA was enacted 
because we were prepared to act. We knew what opportunities we had, and we took a “fix-it 
first” strategy to use those fonds to start projects that we had on our list— projects that only 
needed the resources to initiate. 

We are receiving $610 million dollars for highway projects and another $179 million for transit 
projects from the Recovery Act, and we are applying those dollars to roads and bridges that need 
repair and to make Maryland’s roads safer. We also are using these resources in the expansion 
and revitalization of our mass transit system. In total, we hope to support over 17,000 jobs 
related to this transportation stimulus. 

To track our progress, you can use our interactive Recovery map which details each project and 
provides contractor information and the percentage of the contract that w'ent to minority and 
small businesses. In Maryland, we have committed to maintaining our aggressive statutory 25% 
goal in Minority Business Enterprise participation - by Maryland law, this continues to be the 
standard for every Recovery dollar spent as well, and we are applying our transparency and 
accountability principles to its implementation. 

As a state, we were not insulated from the declining economy. The revenue resources we have 
historically relied on in Maryland were eroding before our eyes as tlie recession deepened for all 
Americans. So when this game-changing Act was signed, we were in a position to avoid budget 
cuts. The lion’s share of the transportation projects that are now underway were critical safety 
and system preservation projects that were initially put on hold as a result of the economic 
downturn. 

We knew what projects we had ready, and we put ourselves on the line. Within days, we 
announced our Phase I projects. In 20 days, we had them certified, rather than the 120 days 
permitted by the Act. As a result, we were able to get a project that would produce 70 jobs out in 
days and start filling the ! 7,000 jobs that ARRA transportation funding can create for Marjdand. 
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Using ARRA to Help our Budget-Medicaid Funds through FMAP 

Another issue we have been working on is how to best use the Act’s State Fiscal Stabilization 
funds to assist our state budget and continue to provide services to Maryland families. 

When we took office, one of our goals was to use StateStat to out down on unnecessary 
expenses, and indeed we were able to cut our overtime expenditures down and close facilities 
that were dangerous and costly. Because we started tracking outputs, we were able to identify 
programs that w'ere not working and shift our resources to programs that did work. The inputs 
were already measured, but by tracking outputs, we were able to make sure for our 
.Administration and for ail Marylanders that our investments were strategic and that our 
efficiencies were not eroding the progress we have worked so hard to achieve. 

For example, we had already increased Medicaid enrollment by about 60,000 individuals from 
the previous January alone. [January 2008 — 510,561, January 2009 — 571,580] How did we do 
this? We made a commitment when we took office to make healthcare more available; we set a 
goal, tracked our efforts to achieve it, and made sure that people were connected to the 
opportunity to apply for it. 

But when we began our annua! Legislative Session back in Annapolis, looking down the barrel 
of those hard budget decisions— uncertain about the ultimate impact of ARRA — we were forced 
to articulate a budget that proposed devastating cuts. These cuts were going to impact programs 
and services which were at the core of our missions. We had some very difficult choices to 
make. 

We wanted to protect the number one education system in America and continue the progress we 
have made with healthcare. Furthermore, we were faced with the possibility of having to lay off 
700 state employees or impact the quality of the comprehensive healthcare benefits that we are 
offering to Medicaid-eligible adults, children, and families. 

Thankfully, the Recovery Act did pass, and we went to work using these resources to not just 
maintain our programmatic funding levels but to continue the investments we had already made. 
As of April 2009, we had 597,000 people enrolled in Medicaid, an additional 20,000 
Marylanders insured between passage of ARRA and today, and we’re working to get more 
people covered. 

We are using the resources to provide an increase of about 13% for food stamp benefits, about 
$80 a month for a family of four. Given that every dollar from the food stamp program gives us 
$ 1 .73 in economic activity, that increase alone could provide significant economic activity. 

And we’re going further. We have used ARRA funds to hire 100 contractual workers and to train 
them to process food stamp applications; some of those hired are recipients of welfare assistance. 
Our success was in processing all of our applications on time while getting people back to work. 



150 


Testimony of Governor Martin O’Malley 
House Committee on Oversight & Government Reform 
July 8, 2009 
Page 6 

With the recovery funds, we are not just temporarily protecting the families that have been 
hardest hit by the recession. Instead, we are using this opportunity to create lasting jobs for those 
families and to provide economic assistance at the same time. Our Department of Human 
Resources, which administers the food stamp program, will also be able to process applications 
within the federally mandated timeframe. Everyone wins here. 

So when we received the recovery funds, we were already tracking the outputs, but now we show 
how the increased FMAP funds, the increased education funds, and the other critical elements of 
the Act not only helped stabilize our budget but produced real outcomes for the people of our 
state. You can also see this on our online Recovery Map with the allocation broken down by 
county and by program. We did all of this because early on, we made a commitment to track the 
outcomes of our programs, apply a real, rational effort to achieve our goals, and make them a 
reality. ARRA gave us an opportunity to share our ethic with our federal partners. 


Federal Reporting Requirements and Oversight 

In closing, I would like to comment on how StateStat and Maryland’s internal oversight will help 
our state as we start to prepare for our federal reporting requirements. These requirements are an 
unprecedented shift on the part of the federal government to require performance-based 
management strategies to the use of federal funds. 

The 0MB has just released guidance on how we must report. The good news is that, from 
preliminary guidance and work we have done in Maryland through StateStat and at our state 
agencies, we are in position to respond by September when we have to begin submitting the 
reports. We are not 100% there, and we still have some work to do with our state agencies to be 
sure we get it done right, but we have the key parts in place and intend to report timely. 

In addition, we are trying to figure out how to track the jobs. While challenges exist, we have 
made substantial progress. In all of the contracts we have already put out that are funded by 
ARRA, we have tried to include placeholder language or amendments requiring the contractor to 
track job creation. The contractors are getting used to the idea that it will be a requirement, and 
we are working with them and with our agencies to make sure we produce complete job data. 

Another issue that we have faced is how to track and display the dollars that go directly to local 
governments or are allocated by formula in the most comprehensive and expeditious way. We 
are reaching out to local jurisdictions and working with them in our reporting process. There is 
certainly more work to do, but with StateStat, we have the right foundation. As we continue to 
engage the local jurisdictions, they too begin to see the value of the process. 

In Maryland, we have strived to instill a culture of responsibility and accountability in our 
administration and have been successful. StateStat has been tracking inputs and outputs on a 
regular basis, so we were ready to respond to federal investment opportunities like the Recovery 
Act. We were ready to develop our spreadsheets, fill them with data, populate our maps, and 
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report the data to the federal government and to the people of our state. It is due to this culture of 
accountability that we could implement sections of the Recovery Act, spend the dollars, produce 
good jobs, and track the process faster than anyone with off-the-shelf software and rational 
human effort - in a responsible and expedient manner. Maryland is proud to have developed a 
model of good governance and stands ready to share it with the Congress, the Administration, 
and other jurisdictions. 
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Chairman TOWNS. Thank you very much, Governor O’Malley. 

I’d like to ask unanimous consent that Congressman Dent from 
Pennsylvania be allowed to sit and that Congressman Robert 
Brady of Pennsylvania be allowed to sit. They’re not on the com- 
mittee but be allowed to sit. 

And I would like to yield at this time for Congressman Brady to 
introduce the Governor of Pennsylvania, Governor Rendell. 

Mr. Brady. Thank you, Mr. Chairman, and also thank the rank- 
ing member and the members of the committee for allowing me to 
participate. It’s my honor to introduce to you my Governor, our 
Governor, from the State of Pennsylvania. 

When we first passed the stimulus package and we heard it 
wasn’t going through congressional districts, there was a little bit 
of concern out there with all of us. But when I heard it was going 
through the State, through our executive director or executive of- 
ficeholder or Governor through the State of Pennsylvania, I was 
really relieved. 

Because I’ve known the Governor for 8 years as a District Attor- 
ney, 8 years as our Mayor and now 6 years as our Governor. He’s 
extremely fair. He’s extremely knowledgeable. He’s doing the right 
things with the money, putting them in the right places where it 
needs to be. He’s venting them out transparently throughout the 
whole State. And I do appreciate it, and I do appreciate what he 
does. And we’re — our funding and money that we do get into the 
State of Pennsylvania is going to the best use possible. 

Also, and I do appreciate you letting me sit up here, because it 
may help him to take another little look at the First Congressional 
District in the State of Pennsylvania, to be a little more helpful 
than he has, and I do appreciate his helpfulness. 

Again, my honor and my pleasure to introduce to you our Gov- 
ernor, Governor Rendell. 

Chairman Towns. I think you’re introducing and lobbying at the 
same time. 

Governor. 


STATEMENT OF EDWARD G. RENDELL 

Governor Rendell. It’s an honor to be here. Chairman Towns. 
Of course. Congressman Brady is, to me, my chairman. Because, as 
you all know, he’s been chairman of the Philadelphia Democratic 
Party for a long time, most all of the time I’ve been an elected offi- 
cial; and he will always be Chairman Brady to me. 

Let me begin by thanking you for the opportunity to come down 
here, and I know Governor O’Malley and I will welcome questions. 
So I will try to be brief 

Let me also point out that the State of Pennsylvania, in this time 
of fiscal challenge to all of us, is much more fiscally conservative 
than the State of Maryland. I don’t have a fancy power point to 
demonstrate to you what we’re doing, but I do have attached to my 
testimony a one-page printout of what our Web site looks like. 

This is a contract for a road resurfacing which shows you exactly 
what the citizen can find out about it, and the citizen can find out 
just about everything: start date, projected completion date, how 
many jobs it’s creating, who are the major contractors that got the 
awards, and how much money each contractor is getting, what the 
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goal of the project is in terms of road resurfacing or bridge rehabili- 
tation. And we’re committed; and I’ll talk very briefly in a minute 
about our oversight, our transparency, and our fiscal responsibility. 

But I do want to say one thing. Because I had a chance to listen 
on TV to the prior panel. I want to say one thing about the stimu- 
lus. And I had a chance — the Congressman and I had a chance to 
discuss a little bit about this idea that the stimulus isn’t moving 
as fast as it could. 

Governors — and Governor O’Malley and Governor Patrick will re- 
member that — we met with President-elect Obama in Philadelphia 
in very early December. And the purpose of our meeting was to ask 
the President for help in three ways: one, to help our citizens who 
are in need and struggling with the stimulus; two, to help States 
that were just — because of the down — the downturn in revenue 
were up against it; and, three, to create jobs through infrastruc- 
ture. 

The stimulus program I think took great steps to achieve all 
three goals. Pennsylvania gets $9.9 billion of stimulus money 
through formulas for Medicaid, for transportation and infrastruc- 
ture, for energy, for education, 9.9. Our citizens get about $8 billion 
directly from the stimulus, and our citizens — 3.7 million Pennsylva- 
nians are enjoying the tax cut that has already appeared in their 
paycheck. 

Almost a million Pennsylvanians are enjoying the additional 
money in the SNAP program in food — what used to be referred to 
as food stamps. Over a hundred thousand Pennsylvanians are get- 
ting extended and increased workmen’s unemployment compensa- 
tion benefits. 

So the point of giving direct aid to the citizens, that sometimes 
is overlooked when we talk about stimulus. It’s not what’s written 
up. It’s not a question of oversight, because that money goes di- 
rectly to citizens. But Pennsylvania citizens are infinitely better off 
because of the stimulus, and a lot of that money, like the $32 in- 
crease in food stamps a month, that has pumped a significant 
amount of money into the economy. And food stamps get spent. 
They get spent immediately, and they get spent at usually corner 
grocery stores, and it goes all the way through the distribution 
chain, that type of spending. 

So, No. 1, I think the stimulus has achieved its goal early on in 
helping individual citizens. I’m sure the same thing is true in 
Maryland and Massachusetts. 

No. 2, providing essential aid to the States. Thirty of our States 
have raised taxes this year. Almost all of our States have made sig- 
nificant cuts in services. The increase in taxes, the cuts in services 
would be infinitely greater were it not for the aid that the stimulus 
program has given to the States. Without the money that we re- 
ceive in this coming fiscal year — we’ll receive close to $2 billion in 
stimulus aid that helps us defray costs in our budget. Without that, 
there would be thousands of additional layoffs, not just of State 
workers. State police, caseworkers in our system, but teachers, 
local law enforcement officers, municipal and county workers and 
employees. All across the State we would have seen thousands 
upon thousands of additional layoffs. 
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And when you do this computation — and I know it’s very, very 
difficult to put your finger on it, how many jobs in stimulus re- 
tained or how many jobs created — well, I can tell you because of 
the direct aid to States it helped retain an awful high number of 
government jobs, and that not only helps job retention but it helps 
keep those people out there serving the people in need at a time 
when obviously need is increased because of the economic reces- 
sion. 

The third goal of the stimulus was to jump-start ready-to-go 
projects, and I think most of us have done it right. Most of us took 
the transportation money, working with our regional planning or- 
ganizations, and did fix it first. Why did we do fix it first? Because 
if you’re fixing a bridge, you don’t have to do an environmental as- 
sessment. You don’t have to do an environmental impact state- 
ment. You’ve got the right of way acquired, and you can get to 
work on that bridge in less than 4 months and, in Maryland’s case, 
even faster. So we did fix it first, and we’re spending the money. 

Pennsylvania originally had 242 projects — by the way, the good 
news is, because construction costs are lower than anticipated, 17 
percent lower in Pennsylvania, we’ve been able to add more 
projects to the AREA list, but we have — work has begun on 131 of 
our 242 bridge and road projects in less than 4 months. We had 
an expedited bidding system. We gave contractors 60-day limit 
when they could begin work, and things are happening. 

I told a story. I was in Beaver County, a distressed county north 
of Pittsburgh, and we were embarking on an $11 million project to 
repair a bridge that went from the city of Beaver into the city of 
Rochester, 38 workers and 5 vendors. The contractor and four ven- 
dors, all Pennsylvania companies — steel, asphalt, timber, con- 
crete — all Pennsylvania companies, all of whom bring back people 
into their factories as they get new contracts. 

If you look at the job loss in Pennsylvania — and we’re a little bit 
better than most States. Our unemployment rate is a point and a 
quarter below the national average. But if you look at the job loss 
in Pennsylvania, the two big sectors, construction and manufactur- 
ing. What infrastructure stimulus does? Construction and manufac- 
turing. It’s working. And the good news is it’s only going to get bet- 
ter. Most of our projects are going to roll out and kick into high 
gear the rest of July, August, September, October, November. 
You’re going to see a huge impact. 

So I think the stimulus is going to work. I think any judgment 
on it is premature, and I think we should all — not make this a par- 
tisan issue. We should all take a deep breath and let’s see how it 
works. 

I personally think we should have more infrastructure. So I 
would like to see a second stimulus devoted solely to infrastructure. 
It’s the one that produces jobs and produces orders for factories, 
American factories. 

But I also agree that let’s see how this rolls out. Let’s see how 
this rolls out before making a decision on anything else. But I 
think it is going to be successful, and I think it is working, and I 
urge everyone to be patient. 

Last, controls. We’re much like Governor O’Malley, and Governor 
O’Malley has done a fine job in controls. Our transparency is just 
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that. We even take input before we issue RFPs like on weatheriza- 
tion, for example. Pennsylvania spends $30 million a year on 
weatherization. Most of that is Federal. We’re now in receipt of 
$253 million of weatherization funds, 30,000 homes. 

We don’t have — initially, we didn’t have a clue how to ramp up 
because most of the $30 million is done through nonprofits. So we 
went online and got suggestions from people and providers and the 
nonprofit community themselves, and we had discourse online. It’s 
really exciting to see the discourse. 

We have oversight. We hired a CEO, a retired CEO of a com- 
pany, a real tough former West Pointer. He is our accountability 
officer; and he has wide, sweeping powers. 

We put together an oversight committee, as Congressman Brady 
knows. The two senators were allowed to put one person on the 
committee. The Republican House Caucus put one person on the 
committee. The Democratic House Caucus put one person on the 
committee. Same thing with four caucuses in Harrisburg. So we 
have eight Members that came from Republican and Democratic 
Members of various legislatures. Then we have the head of the 
Chamber of Commerce, the head of United Way, and the head of 
the AFL-CIO; and that’s our 11-member oversight panel. 

In terms of fiscal controls, Pennsylvania every year. State and 
Federal and other fund money, we spend about $61 billion; and 
we’re fortunate that we have all sorts of controls, pre-audits, post 
audits by the Auditor General. We have comptrollers in every de- 
partment. We’ve got a very, very good, sound system. 

But we didn’t rely on just our system and just the Federal con- 
trols. We worked with the GAO, and the GAO has been tough. I 
don’t know if Governor O’Malley would agree with that, but the 
GAO holds us to a very tough standard. They wanted us to do risk 
assessment. We have 90 different stimulus projects. We did a risk 
assessment with the GAO and came up with 15 of the ones with 
the highest risk, including, for example, the weatherization project; 
and GAO in its report says Pennsylvania has taken steps to track 
recovery funds and assess risks. 

So we’ve gotten high marks. We’re going to continue to get high 
marks because it’s important to us. 

The Congress and the administration took a leap of faith with 
stimulus. And we know, as Governors, that a lot of the implemen- 
tation is on our hands; and, ladies and gentlemen of the Congress, 
we don’t intend to let you down. 

[The prepared statement of Governor Rendell follows:] 
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Testimony of Governor Edward G. Rendell on 
“Tracking the Money: Preventing Waste, Fraud, and Abuse of Recovery Act Funding” 
House Committee on Oversight and Government Reform 
July 8, 2009 


Chairman Towns, Ranking Member Issa, and Members of the Committee, thank you for 
the opportunity to testify before you today on Pennsylvania’s use of American Recovery & 
Reinvestment Act fimding. I am particularly grateful for your role in providing the American 
people with this necessary stimulus package and for your dedication to overseeing its successful 
implementation. 

Pennsylvanians will receive approximately $16 billion from the Recovery Act. This 
includes billions of dollars in direct relief for Pennsylvania taxpayers - including over $1 .7 
billion this year alone from tax relief to individuals and over $750 million in additional food 
stamps in the next two years - as well as approximately $9.9 billion in formula-driven funding 
for health care, education, infrastructure, job training, energy independence, housing and other 
aid. As Pennsylvania’s Governor, 1 am deeply committed to the effective deployment of these 
crucial resources, and from Day 1 have put in place systems to ensure transparency, integrity and 
accountability of all Recovery funds. 

Before 1 describe the structure and strategies we have implemented to prevent waste, 
fraud and abuse, let me provide you with some highlights on how we are already putting 
stimulus funding to work creating jobs and strengthening Pennsylvania communities: 

• Transportation Funding: In March, we announced the list of $1 billion in highway and 
bridge infrastructure projects that were selected by local officials to receive stimulus 
funds, and the federal government has already obligated $720 million for these projects -- 
including $315 million in Economically Distressed Areas. Bids are coming in an average 
of 15% lower than we expected, and I am particularly pleased that to date we have 
awarded 162 Recovery contracts worth more than $369 million, out of a planned 242 
total contracts, and started work on 131 projects totaling about $300 million. I anticipate 
that all of our original stimulus-funded transportation projects will have bids opened by 
Labor Day and by that date work will have begun on an estimated 70%. Every billion 
dollars of transportation investment is estimated to create 30,000 direct and indirect jobs, 
so it is particularly important to inject these resources into the economy as quickly as 
possible. 1 also want to emphasize that federal stimulus funds are supplementing, not 
supplanting, our previously planned state spending; the combined investment totals close 
to $3 billion - by far the most highway and bridge work ever produced in a single year in 
Pennsylvania. In fact, just this year, Pennsylvania has begun work on 540 out of 5,900 
structurally deficient bridges - 470 of these are from our own bridge program and 70 are 
funded from the federal stimulus. 

As one Western Pennsylvania contractor told his local newspaper: “The stimulus money 
is starting to flow, and it has meant a great deal to the contracting industry. It also means 
a lot to the genera! public because of the crisis that we currently have with ail of our 
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infrastructure, particularly transportation infrastructure - the roads and the bridges. ... It 
is allowing contractors to put people to work that I don’t know would otherwise be 
working if it wasn’t for the stimulus money.” 

In addition, Pennsylvania is focused on doing it right - not just fast. That means 
following a “fix it first” policy, which avoids sprawl and also has the most immediate job 
creation impact. A recent report by Smart Growth America found that Pennsylvania’s 
commitment to upgrading existing highways with stimulus funds - as opposed to 
building new ones - ranks 14“’ best among all the states, 

• Water and Sewer Infrastructure Upgrades: Recovery frinding is making it possible to 
upgrade water systems across the Commonwealth, which is particularly important as a 
recent study found that Pennsylvania’s drinking and wastewater systems face $36.5 
billion in capital repairs and upgrades over the next 20 years, We announced SI 14 
million in Recovery funding to upgrade water systems in 26 counties in April, and next 
week more than half of that work is scheduled to begin - with the balance starting on 
October 1. The final $106 million in water and wastewater stimulus funding will be 
awarded to projects before the end of this month. 

• Energy Independence; The Recovery Act’s energy-related investments are especially 
powerful because of their dual impact; creating jobs and spurring innovation in the 
emerging alternative energy sector, while reducing our nation’s demand for non- 
renewable energy and foreign oil. Pennsylvania submitted its State Energy Plan to the 
federal government on May 12, and the first 10% of our allocation has been released to 
the state and is already allocated to nine cutting-edge alternative energy projects. 

We are also hard at work ratcheting up local capacity in order to maximize the $253 
million in Weatherization funding that Pennsylvania will receive - enough to weatherize 
over 25,000 homes, This allocation represents a six-fold increase in the Weatherization 
resources that Pennsylvania typically draws down, and we are taking advantage of this 
opportunity to revamp our entire Weatherization program so that it is performance-based 
on energy savings and better targeted to low-income, high-energy use eligible 
households. 

Here's how one Weatherization leader from Lycoming County described the impact: “In 
my opinion, this really is a good way to make these stimulus dollars work. There will be 
job creation, subcontracting and materials purchase. The beauty of it, too, is that we will 
be helping a lot of people reduce their energy costs.” 

The successful implementation of these and other Recovery programs demands vigilance 
from all levels of government on behalf of the taxpayers we serve. 

Strong Oversight and Accountability 

Preventing waste, fraud and abuse starts with an effective structure for oversight and 
accountability. Pennsylvania’s oversight structure consists of the following key elements: 
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• Chief Implementation Officer: General Services Secretary James Creedon is serving as 
the Chief implementation Officer for the Recovery Act in Pennsylvania. Secretary 
Creedon has extensive experience in inlrastnicture and in the contracting process, and he 
is responsible for overseeing the implementation efforts of all state agencies and of 
eliminating any bureaucratic hurdles to efficient deployment of stimulus resources. 

• Chief Accountability Officer: To spearhead our accountability efforts, we recruited the 
esteemed business leader Ronald Naples, who most recently ran the Quaker Chemical 
Corporation, Mr. Naples works across state agencies to ensure that appropriate 
programmatic, selection criteria, outcome measures and financial stiuctures are in place, 
and to lead our efforts to report to the federal government and the public on our use of 
Recovery funds. 

• Stimulus Oversight Commission; Mr. Naples also serves as the Chairperson of the non- 
partisan Stimulus Oversight Commission that I established to provide Congressional, 
state legislative, private sector, labor and non-profit leaders with a prominent role in 
furthering our efforts to effectively implement the Recovery Act. The Commission 
includes 1 1 members in addition to Chairman Naples and Secretary Creedon: one from 
each legislative caucus in our state General Assembly; one appointed by each United 
States Senator; one appointed by each caucus of our United States House of 
Representatives delegation; and three at-large representatives from the AFL-CIO, the 
United Way of Pennsylvania and the Pennsylvania Chamber of Business & Industry. The 
Commission meets regularly to monitor our progress and provide input on 
implementation strategies. Its meetings are publicly advertised and open to the press and 
public, and videos of the Commission meetings as well as transcripts and all briefings 
materials are posted on our public Recovery Web site. 

• Management Committee: The operational side of Pennsylvania’s stimulus 
implementation is furthered through a Management Committee of 8 Cabinet and Deputy 
Secretary-level staff who meet weekly to discuss implementation, financial oversight, 
accountability and federal reporting. This group also regularly updates legislative staff 
and legislative standing committees with oversight over impacted program areas. 

These formal structures arc supplemented by additional work groups that cross ail 
involved agencies in order to align information technology, financial control and audit, federal 
reporting, grant processes and other Recovery Act functions. 

Promoting Transparency and Public Engagement 

It is essentia! that Americans have confidence in our administration of the stimulus, and 
transparency is a prerequisite to achieving that goal and to ensuring that these resources are 
appropriately invested in the public interest. 

We intend to use federal reporting requirements as a starting point to make regular public 
reports to the Coramonwcalth that include information on the status of our expenditures and - 
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even more importantly - how Recovery fiinds are impacting Pennsylvanians. Job creation and 
retention are certainly the most important measures, but we also have a responsibility to illustrate 
how stimulus resources are furthering the President and Congress’s goals of moving towards 
energy independence, improving education and modernizing health care. And in addition to 
meeting our federal reporting requirements, I have tasked the Chief Accountability Officer with 
developing additional performance measures that can provide meaningful information to our 
citizens, which we plan to make easily accessible in simple and direct terms. 

Our first order of business following passage of the Recovery Act was to establish a 
dedicated website - www.Recovery.PA.gov - to provide our citizens with up-to-date information 
on all stimulus spending decisions and a way to track every stimulus dollar. In fact, our Web site 
was highlighted as a case study in a recent edition of Federal Computer Week magazine. 

Through the Recovery Web site, taxpayers can see how much funding we are receiving 
and for what purpose, how those funds are being used, and what the impact is for the state as a 
whole and for their own town or county. Visitors are also able to see how they can provide 
public input into each of the major grant streams, as well as to report waste, fraud and abuse. 

Since it is the furthest along, transportation funding is the best example of our 
commitment to transparency. As you can see in the attachment to my testimony, our Web site 
provides the status of each project, the number of jobs that will be created, estimated start and 
completion dates, the cost, the contractors who were selected through the bidding process, and 
even a map of the location and before-and-after photographs. 

Another important strategy for promoting transparency, public involvement and proper 
use of funds is to engage stakeholders through formula structures - such as Pennsylvania’s 
municipal planning organizations (MPOs) and rural planning organizations (RPOs) - as well as 
infonnal means, like posting draft guidelines on the Web site and seeking public comment. 

As we speak, our plan to put energy funds to use is up for public comment before we 
issue a planned Request for Proposals - just as we did with Weatherization funding and school 
cafeteria equipment grants. We also posted draft versions of our $ 1 .9 billion State Fiscal 
Stabilization Fund application before formally submitting it to the U.S. Department of Education 
on June 26. 

Ensuring Financial Integrity 

Pennsylvania’s existing financial control and auditing systems manage the $61.5 billion 
in state, federal and special funds that make up the Commonwealth’s total budget. These strong 
and well-tcstcd intemal controls are being applied to provide the necessary preventive oversight 
for avoiding waste, fraud and abuse with regard to Recovery funds. In addition, we have 
supplemented our existing systems to meet new requirements under the stimulus - particularly 
with regard to reporting requirements and managing the roles of sub-grantees. 

Our financial controls accomplish all of the safeguards that we would expect of a large 
government entity, including: 
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• Specific accounting codes that track stimulus funds; 

• Central control of the accounting system accompanied by segregation of duties at all 
levels and in all agencies; 

• Competitive bidding, reporting requirements and site visits to ensure funds are spent 
appropriately; 

• Pre-audit functions that make certain the necessary documentation is in place before 
payments are initiated, and separate checks before payments are subsequently processed; 

• A state Inspector General who investigates reports of waste, fraud and abuse; and 

• Independent auditing by a public accounting firm. 

Pennsylvania’s current programmatic strategies to prevent and detect waste, fraud and 
abuse prepare us to appropriately administer Recovery funds, as evidenced by two of our largest 
stimulus funding streams: the increase in the Federal Medical Assistance Percentage (FMAP) 
and the transportation funding described earlier. 

Our Medical Assistance claims management system, called “PROMISe,” currently 
verifies, calculates and creates payment requests for more than $16 billion a year. We check 
extensive citizenship, financial and criminal applicant information for everyone who applies for 
Medical Assistance in order to combat fraud, and the PROMISe system then uses its built-in 
controls to verify eligibility and health care benefits before allowing any payment. Additional 
data mining flags potential fraud in order to avoid abuse. 

With regard to transportation funding, Pennsylvania is using the same well-established 
contract award process for stimulus funding as we do for all other funds. Our process requires 
that contractors pre-qualify based on successful review of their audited financial statement, 
organization and experience statement, and affirmative action statement. Only after a contractor 
pre-qualifies can the firm bid on contracts. Bidding opportunities are publicly advertised online, 
and prospective contractors have the opportunity to electronically submit their bids. Our 
Department of Transportation then reviews the bids and makes an award to the lowest 
responsible bidder. Once a project begins, inspectors review construction throughout the 
building process, and contractors cannot submit a request for payment until each phase is 
inspected. Actual payment requires multiple checks for supporting documentation and 
compliance with contract conditions. This process ensures accuracy, transparency and quality. 

Implementation of a number of stimulus programs will require extensive use of sub- 
grantees, and Pennsylvania is strengthening its financial requirements to match its new 
expectations for these entities. For example, the vast expansion of the Weatherization program 
will stretch the capacity of existing community agencies. As part of our allocation process for 
Weatherization funds, Pennsylvania is implementing new specifications for the separation of 
financial and programmatic functions at each agency and the first-ever mandatory filing of 
financial disclosure and conflict of interest statements by agency board members. In education, 
wc are seeking the assistance of an independent auditing firm or entity with similar financial 
experience to perfonn pre-expenditure reviews of school districts’ investment plans. This 
technical review will ensure that taxpayers are getting the most for their money, while 
simultaneously streamlining financial reporting for school districts. 
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Pennsylvania has also conducted a detailed risk assessment of our major stimulus-funded 
programs to determine where we need to focus the most attention to avoid abuse. Our review 
used criteria provided by the Office of Management and Budget, as well as our own Budget 
Office. It examined 90 stimulus-funded programs, and based on agency interviews, previous 
audit results and our experience within some of these programs, identified 15 programs that will 
receive a high level of oversight as Recovery funds are deployed. 

Our approach to these 15 programs will be based on each one’s unique characteristics and 
needs. For example, in programs like highway funding and water infrastructure where our 
Budget Office already conducts audits, we will simply add additional audit procedures to test the 
Davis-Bacon and the Buy America requirements of the stimulus. For newer programs that have 
not been audited before, we will conduct audits in accordance with OMB guidelines and, for 
those where prior audits have indicated challenges that have been corrected in the past, we will 
focus our auditing on the areas where problems previously occurred to be sure that our programs 
are stronger. 

Our Budget Office will also assist agencies with self-assessments on these targeted 
programs to help managers identify where potential ri.sks can occur as well as ways to protect 
against fraud, waste and abuse. In addition, we have completed a gap analysis on our project 
management systems, particularly as it relates to sub-grantees, and have begun to implement 
improvements as necessary. 

As the GAO report being released today states: “Pennsylvania has taken steps to track 
Recoveiy Act funds and assess risks.” These processes are working, and I am committed to 
ensuring the integrity of Recovery funds on behalf of the Commonwealth’s taxpayers. 

National Governors Association Recommendations 


It is a privilege to be here this morning with Governors Patrick and O’Malley and to learn 
from their experiences in implementing the Recovery Act. I also have the honor of leading the 
National Governors Association, and 1 would like to share with you what 1 am hearing from 
some of our colleagues across the nation. 

In addition to our gratitude to the President and Congress for enacting this legislation, we 
are pleased that the Administration, individual agencies and OMB have provided a substantial 
amount of guidance and cooperation, and that funds are flowing to the stales. We have a deep 
respect for the oversight responsibilities of both Congress and the Administration. 

As we move forward together to ensure the successful implementation of the stimulus 
package, the National Governors Association has compiled a few recommendations, w'hich the 
organization is releasing this morning to coincide with this hearing: 

• Coordinate and streamline reporting requirements and oversight: Congress and the 
Administration should share information and develop common definitions to the greatest 
extent possible to make state reporting easier and more usable. National and regional 
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oversight activities also should be coordinated to avoid duplication and minimize the 
impact on limited stale resources, 

• Provide resources for accountability and transparency: OMB efforts to allow slates to 
use up to 0.5 percent of Recovery funds for administration are helpful, but in the 
experience of some Governors it is not sufficient to adequately support state oversight 
and accountability efforts. 

• Allow time for planning: The Recovery Act’s objective of spending money quickly 
must be tempered with the objective of spending taxpayer dollars wisely. Congress and 
the Administration should provide states flexibility to organize and plan after federal 
rules are finalized to ensure proper handling and priority-setting at the state level. States 
especially need time to plan and execute for long-term growth in health IT, broadband, 
high speed rail, R&D, and alternative energy and smart grid. The focus of these five 
programs is different from short-run stimulus programs and thus effective and efficient 
planning, as opposed to accelerating spending, should be the priority, 

• Communicate with and through Governor’s Offices: The Recovery Act provides 
states and Governors with central responsibility for using and administering federal 
recovery funds. Federal officials should ensure that the Governor’s Office is kept 
informed of the federal spending and activities that occur in a state. Governors must also 
have access to all reporting information on both a transactional and aggregate basis to 
ensure accurate, consistent and quality reporting of expenditure and job creation data. 

Thank you again for the opportunity to appear before you today. Our shared commitment 
to preventing waste, fraud and abuse will provide public confidence in these vital Recovery 
funds and - most importantly - maximize the use of every stimulus dollar in growing our 
economy and advancing our long-term economic priorities. 
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Chairman TOWNS. Thank you very much, Governor. 

I yield 5 minutes to the gentleman from Massachusetts, Mr. 
Tierney. 

Mr. Tierney. Thank you, Mr. Chairman. 

Governors, thank you for your testimony on that. 

A couple of questions. One is with the weatherization. A lot of 
that money is yet to be implemented. I think. Governor Rendell, 
you mentioned that the infrastructure is a bit of an issue. Could 
each of you tell us what you’re doing to make sure that we have 
that infrastructure ramped up? I know we have money in the 
Green Jobs Act which could train people for that, as well as other 
resources. And then what structures you’re going to use to actually 
get it done and when do you think in your respective States that 
money will start to show an impact in terms of hiring people and 
getting the work done. 

Governor Rendell, if I can ask you to start. 

Governor Rendell. Sure. As I said, it’s one of our biggest chal- 
lenges because our infrastructure spends $30 million a year. All of 
a sudden, we have $253 million to spend in 18 months. Our infra- 
structure on the $30 million is that we go through nonprofit organi- 
zations in different regions and they pick the contractors. We’re not 
certain — I mean, we are actually fairly certain that the current in- 
frastructure cannot deal with $253 million. So we’re in the process 
of — as I said, we’ve taken input from these groups. We’re in the 
process of trying to build an infrastructure that can do this, and 
it may mean getting some private firms involved in doing the 
weatherization. 

So we’ve been talking to a lot of the ESCOs, the companies that 
do energy controls on buildings and whatever; and we have ESCOs 
working on every public building in the Commonwealth. We’re 
looking at the ESCOs and seeing if we can talk them into whether 
it’s financially remunerative enough for them to do some of the 
work. We’ve hired two people with experience in this to help us 
flesh out our weatherization program. But it is a difficult program. 

But I just want to give you a quote. In my testimony, I quoted 
a weatherization leader from Lycoming County, nonprofit, who 
says: In my opinion, this really is a good way to make stimulus dol- 
lars work. There will be job creation, subcontracting, and materials 
purchase. The beauty of it, too, is that we will be helping a lot of 
people reduce their energy costs. 

So I think the weatherization program is a great program. Once 
we can gear it up, I think you will see a tremendous amount of job 
creation and, again, tremendous amount of subcontracting and ma- 
terial purchase. 

Mr. Tierney. I agree with your last point wholly. That’s why I 
asked the question. 

Governor O’Malley. 

Governor O’Malley. We commenced work on our first weather- 
ization project approximately 2 weeks ago in a home of a very nice 
family in Montgomery County, and what we have found is that the 
capacity for accommodating weatherization work was better in 
some counties than in other counties, and so we’re — we’ve created 
partnerships much like the ones Governor Rendell talked about. 
We found that our community colleges are also tremendous sources 
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for us in terms of providing the training, and the companies them- 
selves are helpful in that as well. 

It has been a bit of a ramp-up. Some of our counties are 
partnering with neighboring counties in order to get them up to 
steam, but we’ve already begun that work, and we anticipate that 
we’re going to be able to fill the demand and get it in done in a 
timely fashion. 

Governor Rendell. To add to what Governor O’Malley said, it’s 
a great program for taking displaced workers, cabinetmakers 
whose factory closed because they made cabinets for homes — for 
new homes, taking them and giving them not jobs that necessarily 
are going to pay at the income level they were getting before but 
jobs that will get them an income flow again. 

And we’re spending — the stimulus gave us almost $700,000 to do 
job — excuse me, $700 million to do retraining, and we have a lot 
of retraining programs through the Department of Labor for the 
weatherization program because 30,000 homes you can imagine in 
18 months, it’s very labor intensive. 

Mr. Tierney. Thank you. I know a lot of Members here are hav- 
ing some discussion about whether the jobs are being created fast 
enough, but I note that our minority leader, John Boehner, was 
quoted on June 15th as saying he’s pleased that the Federal offi- 
cials stepped in in order for Ohio to use all of its construction dol- 
lars for shovel-ready projects that will create much-needed jobs. 
And I think that’s what most people expected. This will happen on 
that. 

Do you agree with Mr. Boehner, that once we get this money out 
of the Federal agencies and to the States that, in fact, we should 
see some jobs created in both your States? 

Governor Rendell. At every level. I mean, the transportation 
money — again, Maryland was ahead of a lot of us, but you’re going 
to see in Pennsylvania, July, August, September, October, Novem- 
ber, tremendous amount of construction work, I mean a tremen- 
dous amount of construction work. 

Mr. Tierney. Do you agree. Governor O’Malley? 

Governor O’Malley. Congressman, I do. We anticipate some 
17,000 jobs being created in the course of the life of the stimulus 
on transportation. I support it because of these transportation dol- 
lars, not to mention the water and the wastewater projects. I mean, 
we’ll have a ramp-up trajectory. 

Mr. Tierney. Is there any doubt in either of your minds that the 
money from the Recovery and Reinvestment Act given to States so 
far has at least stopped or enabled you not to lay off additional peo- 
ple? I know it’s been tough on everybody’s State and some people 
have been laid off, but what would be the situation in your State 
in terms of your losing your job and things not happening, services 
for citizens if the Federal moneys had not been out there? 

Governor O’Malley. I can tell you that there were 700 jobs that 
were about to be eliminated within our State government on the 
eve of the passage of the Recovery and Reinvestment Act. So that’s 
700 right off the top. But the ripple effect of that, the cascading ef- 
fect of that, if we had to close $2 billion, $3 billion holes in our 
budget in the current year, that would have affected all of our 
schoolteachers. That would have been teachers being laid off. That 
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would have been other layoffs at the local level as well. We would 
have exacerbated what is already a very daunting and challenging 
problem. So there is not a doubt in my mind that these dollars 
have actually been very, very effective in keeping this unemploy- 
ment rate from being worse than it otherwise would be. 

Governor Rendell. I agree, and I related that in my earlier tes- 
timony. But I also think it is creating new jobs. The 38 jobs on that 
bridge in Beaver County that I talked about, every one of them 
were building trades, men and women, who hadn’t worked in 6 
months, hadn’t worked in 6 months. The vendors told me that they 
were bringing back people that they had previously laid off. We 
had a big ceremony. So we’re actually — in addition to retaining, 
we’re creating new jobs. 

And I also want to say that I think most States — and I know 
Maryland’s doing this — we’re not using this stimulus money as 
supplanting money we’ve been spending before. For example — and 
Congressman Brady knows this — Pennsylvania is engaged in its 
own accelerated bridge program. I got the legislature to commit an 
additional $350 million last fiscal year to do bridge work. 

All told, Pennsylvania there is $1 billion of road resurfacing and 
bridge in AARA. All told, Pennsylvania is spending $3 billion on 
this. 

So we are trying to add to the stimulus program with our own 
stimulus, and I think that’s true in a lot of States. 

Chairman TOWNS. I now yield 5 minutes to Mr. Chaffetz of Utah. 

Mr. Chaffetz. Thank you both for being here. I appreciate your 
service and your commitment to our country and your States. I ap- 
preciate the opportunity to ask you a few questions. 

Governor Rendell, how many jobs have been created in Pennsyl- 
vania with the stimulus? 

Governor Rendell. Well, so far, the $17 billion that’s come into 
Pennsylvania, about $1 billion has been spent. Now, when I told 
you that 131 of our 242 projects are underway, we pay as you go. 
We reimburse for work done by the contractor. So that number is 
going to ramp up very, very fast. 

I would say on creation of jobs, there are probably a couple of 
thousand at this point; on retention of jobs, probably 5,000 to 
10 , 000 . 

Mr. Chaffetz. One of the things we struggle with is everybody 
estimating and guessing. The real number we look at is the unem- 
ployment rate, and it’s skyrocketed. 

Governor Rendell. For us, though, our unemployment rate is 
about a point and a quarter below the national average. Still hor- 
rible. Horrific. But a point and a quarter below the national aver- 
age. I think the stimulus has helped us to some degree. And again, 
the State stimulus adding to the Federal stimulus I think has been 
very effective for us. Whereas we are just starting work on the 
bridges and roads with the Federal stimulus, our accelerated 
bridge program, we had targeted 470 bridges, and we are working 
on 420 now. So that is having an effect. I know each of us want 
definitiveness. 

Mr. Chaffetz. When you say $1 billion, and you talk about 2,000 
jobs, and yet we hear through the testimony from the Office of 
Management and Budget that one of the important things you can 
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do is get money back into people’s pockets. We are going to cre- 
ate — 70 percent of the jobs created in this country are created from 
small businesses. And when I hear Governor O’Malley talk about 
700 jobs, those are 700 government jobs. 

Governor Rendell. But first and foremost, the retention of jobs 
initially — . 

Mr. Chaffetz. Pardon me. Governor, my time is so short. I know 
I’m interrupting. 

Your numbers directly coincide from what we heard from the Of- 
fice of Management and Budget. The Federal Government has 
spent some $75 billion and can only point to 150,000 jobs. 

Governor Rendell. I think I can explain that, though. Congress- 
man. A lot of that billion dollars has gone to individuals. It’s gone 
to the worker who has lost his job and is getting unemployment 
comp, he 

Mr. Chaffetz. But that’s not creating jobs. 

Governor Rendell. I understand. But what I’m saying is, re- 
member, the stimulus had a number of different goals, and I 
hope 

Mr. Chaffetz. My understanding it was jobs, jobs, jobs. 

Governor Rendell. It was, but it was also relief for people in 
need. So when you consider giving an unemployed worker a longer 
period of unemployment compensation and a higher stipend, that’s 
not going to create a job. Maybe he will have more money to spend. 
But do you think that was an appropriate thing to do under stimu- 
lus? 

Mr. Chaffetz. When you go out and you spend hundreds of bil- 
lions of dollars, there are going to be jobs created and there is 
going to be relief given to the people. I understand that. 

I think what I disagree with is the notion that where government 
is creating jobs, they’re creating government jobs. Let’s empower 
people. 

Governor, I will give you a chance to answer. 

We heard in earlier testimony that 28 States have raised taxes, 
which you say deepens the impact of the downturn. And is that 
your perspective as well? If you raise taxes within the State, would 
that, quote, deepen the taxes? 

Governor Rendell. It depends on the scope of the increase. No. 
1. But No. 2, without the stimulus, those 28 States would have had 
to raise taxes infinitely greater. I mean, you’ve got to understand 
that. Right now, this year that concluded 

Mr. Chaffetz. I guess the question is, who should pay for it? 

I want to give Governor O’Malley a chance here, too. But that’s 
what is offensive, I think, to a lot of people is that people will have 
to end up paying the tab for — States like Utah, we balance our 
budget. We don’t have — we had a $400-plus million rainy day fund. 
We didn’t have to tap into that. 

Governor Rendell. I would submit to you, if you look at the de- 
mographic of Utah, it’s totally different than the demographic of 
Pennsylvania and Maryland when it comes to people living below 
the poverty line, the number of disabled people, the number of spe- 
cialized students. You can’t compare apples to oranges. 
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But the one thing that I wanted to say is look, I think the stimu- 
lus bill was misnamed. Part of it was stimulus, part of it was job 
creation, but a lot of it was relief It was 

Mr. Chaffetz. Part of the semantics that we are struggling with 
is what the jobs are. 

Governor Rendell. That’s why I would like to see — and again, 
my guess is you are not in favor of an additional stimulus, but if 
you do it just do infrastructure, I guarantee you 

Mr. Chaffetz. 3.5 percent of the stimulus was infrastructure, as 
I understand it, roads and bridges. That’s a scam. Wow, you know? 
Come on. 

Governor Rendell. Infrastructure, because I can bring you to 
every infrastructure project we’ve got going and you will see people 
working who weren’t working before. You will see Pennsylvania 
factories getting orders that didn’t have orders before, and that’s 
what it’s all about. 

Governor O’Malley. And they work for private companies. 

Governor Rendell. And they work for private companies. They 
don’t work for us. 

Chairman Towns. The gentleman’s time has long expired. 

Mr. IssA. When the Governor was saying “jobs, jobs, jobs, give us 
public works jobs, road jobs,” it was just too good to cutoff, wasn’t 
it? 

Chairman Towns. But I think that the gentleman needs to un- 
derstand, though, that when you look at the whole situation in 
terms of job creation, you cannot look past retention. I think about 
the 14,000 teaching jobs that were saved in New York City as a 
result of the stimulus package; which means that affects our edu- 
cational system, because if they had been laid off, then the class- 
rooms, in terms of the amount of students there, would have been 
much larger, the learning process would have slowed down and all 
of these kinds of things. 

Anyway. Let me yield to the gentleman from Virginia by way of 
Massachusetts. 

Mr. Connolly. I thank the chairman and I would ask, without 
objection, that my opening statement be entered into the record. 

Chairman TOWNS. Without objection. 

[The prepared statement of Hon. Gerald E. Connolly follows:] 
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Opening Statement of Congressman Gerald E. Connolly 
Committee on Oversight and Government Reform 
"Tracking the Money: Preventing Waste, Fraud, and Abuse of Recovery Act Funding" 
Wednesday, July 8*, 2009 


Thank you. Chairman Towns for convening this important hearing. First, I want to reiterate how 
important the American Recovery and Reinvestment Act has been in economic stabilization. This bill has 
already invested more than $66 million in highway and bridge construction and maintenance in Fairfax 
County and Prince William County. If we hadn't made this investment, this money would have 
represented lost incomes of laid off state, local, and private transportation workers. Lost income and 
lay-offs would have caused these workers to contract their spending further, creating a ripple effect 
across the economy. This investment also is important because transportation infrastructure is essential 
to Northern Virginia's growth in the short and long term. Deferred investment represents lost economic 
opportunity. There are stories like this from across the nation, and they stand out as successes of the 
Recovery Act as shrewd economic policy. Federal Reserve Chairman Bernanke recently told this 
committee that the economy was dangerously close to collapsing last fall and very likely would have if 
not for Congressional intervention. Fie noted that the Recovery Act is essential to restore economic 
growth. 

Other Recovery Act investments are saving money in the long term. For example, the Recovery Act 
invested $4.35 million in dam maintenance in my district at Lake Barton and Lake Woodglen, protecting 
homeowners in the Pohick Creek watershed. Had they ruptured, these dams would have imperiled 
more than 900 residents. By making this investment now, we are saving money and protecting both life 
and property. 

Through the Recovery Act, we invested over $121 million in education in Fairfax County and Prince 
William County, preventing layoffs and severe service cuts in our outstanding local school systems. We 
invested $202 million in our Metro transit system, which is critical to avoid future accidents such as that 
which occurred on the Red Line. Congresswoman Watson’s Subcommittee will hold a hearing on this 
topic later today. 

One reason that the Recovery Act has been successful is that we have been aggressive in our oversight 
of its disbursed funds. Transparency is the single most effective tool to prevent waste, fraud and abuse. 
The Obama administration, states, and individual members of Congress have developed web sites to 
provide unparalleled public access to information about projects funded by the Recovery Act. For 
sxample, my constituents can view projects supported by the Recovery Act in an interactive map, just as 
they can for the states of Virginia, Pennsylvania, Maryland, and Massachusetts. 

Despite our vigilance, progress could still be made enhancing oversight of Recovery Act funding. This 
Committee marked up and passed H.R. 2182, the "Enhanced Oversight of State and Local Economic 
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Recovery Act," introduced by Chairman Towns, which incorporated a bill I had introduced earlier, H.R, 
1911. These bills both call for dedicated funding to support local and state oversight of Recovery Act 
funding. State and local agencies should have the same funding for oversight as Federal agencies. I 
remain hopeful the Senate will see the value in this legislation, which the House passed in May, and I 
look forward to hearing from the Governors about the utility of this legislation. 

I look forward to the Governors' testimony and thank the Chairman for this latest in the series of 
hearings on this subject. 
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Mr. Connolly. It’s fascinating to me to hear my friends on the 
other side of the aisle express so much concern about jobs, since 
every one of them voted against this recovery package. And had, 
in fact, their view prevailed, there would be zero jobs. Zero. And, 
in fact, it was because of their importunings, there was less infra- 
structure investment. Governor Rendell; isn’t that true? 

Governor Rendell. There was a movement in the House to dra- 
matically raise the infrastructure investment and it got voted 
down. 

Mr. Connolly. Precisely. The AMT may be a good thing to do, 
but it was because of three Members of the other side of the aisle 
in the other body who insisted that had to replace infrastructure 
money that this went into the stimulus bill. 

Having said that, one of the things that concerns me is we’ve 
seen some linear thinking in this hearing today that literally takes 
the amount of money and divides it by the amount of jobs and then 
says that’s what it costs per job. Is that how it works? 

For example, when you build. Governor O’Malley, a metro system 
such as we have here in the Nation’s Capital, the only benefit from 
that investment was the actual number of jobs created at the time 
of construction. Isn’t that true? 

Governor O’Malley. No. There would be a cascading benefit be- 
cause of the demand created within the economy for all sorts of 
things. 

Mr. Connolly. So there’s been a return on that investment? 

Governor O’Malley. There is a return that’s much greater than 
the initial investment, which is why in the past, this great country 
always made big investments like that. 

Mr. Connolly. So, for example. Governor Rendell, when Dwight 
Eisenhower, a Republican President, had the vision to make an in- 
vestment in the interstate highway system, which today I think 
probably would have been opposed by some of my friends on the 
other sides of the aisle — and by the way, that water was carried 
by none other than a Senator from Connecticut named Prescott 
Bush — that interstate highway system created 50 years ago had a 
drop-dead cost to it, but 50 years later has it had other positive 
benefits since the construction? 

Governor Rendell. Sure, in terms of competitiveness, quality of 
life, public safety. But it was also a great jobs and orders-for-Amer- 
ican-factory bill as well. 

Look, Congressman, if we are really concerned about jobs, I have 
a suggestion: Change the way you score the Federal budget. And 
it’s not just my suggestion and the organization I had. Building 
America’s Future. I had Speaker Gingrich and former leader Gep- 
hart together, and they both say let’s change the way we score the 
Federal budget, go off line, do a capital budget like every other po- 
litical entity in this country has, put a trillion dollars into an infra- 
structure repair program. Let’s get it done in the next 5 years and 
you will see this economy humming. Not just construction jobs but 
steel plants. 

Mr. Connolly. Good point. But I guess I want to still return to 
the point that you and Mr. O’Malley have clarified for us that you 
can’t just count the exact jobs created by activity X today; you’ve 
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actually got to look at whether it’s an investment that has a return 
on it or is it just a sunk cost that has no other 

Governor Rendell. You do the jobs on the constructionsite, then 
go back to every vendor, interview the CEO, and find out how 
many people they brought back or how many new people he hired. 
That’s the only way to accurately do it. 

Governor O’Malley. But then when you look at the lasting na- 
ture of the infrastructure, we also have future generations that 
benefit from the upgrades to the roads, the bridges, and also the 
water and infrastructure and its impact on the environment. 

Mr. Connolly. It enhances mobility, transshipment, movement 
of goods and services, helps the economy in creating aggregate de- 
mand; is that true? 

Governor O’Malley. That’s true. 

Mr. Connolly. So we can’t just look at it in a linear way. 

I also heard earlier this morning from our friends on the other 
side the idea — actually, the idea that wouldn’t have tax cuts been 
better than direct spending. Did we not try tax cuts like the largest 
tax cut in history in 2001 in this economy. Governor Rendell? 

Governor Rendell. We did. 

Mr. Connolly. And Governor Rendell, what was the net effect 
of job creation from those historic tax cuts in 2001 by 2009? 

Governor Rendell. We actually lost jobs in the country and not 
all to blame on the tax cuts, but tax cuts clearly by themselves 
don’t work. 

Mr. Connolly. Do you know how many jobs have been lost, as 
a matter of fact, in that recession that began in 2007, not January 
2009? 

Governor Rendell. Several million. 

Mr. Connolly. 6 V 2 million jobs lost. So we’ve tried that; is that 
true? 

Governor Rendell. Agreed. And remember, just to be fair, it was 
President Obama who suggested the $800 family tax cut, which I 
believe went to pay off bills — which was a good thing from the fam- 
ily standpoint, didn’t create any jobs. I would love to have seen 
some of that tax cut money traded for infrastructure, because we 
know infrastructure creates jobs. There is no doubt about it. There 
is no quarrel. There is no debate. 

And by the way, infrastructure is not a Republican or Democratic 
issue. I testified before in the Senate Committee and Senator 
Inhofe, I guess considered to be one of the more conservative Mem- 
bers of the Senate, said that aside from keeping the peace, he 
thinks building the infrastructure is the second most important 
thing we can do as a Nation, and we ought to get to it. 

Governor O’Malley. And I might add that President Obama also 
had to labor under the burden, as any chief executive of a Republic 
does, of fashioning a consensus to get his package through Con- 
gress. And to have done nothing was certainly — I don’t think is an 
option that anybody in these halls would say was available to him. 

Chairman Towns. I yield 30 seconds to the ranking member. 
Then at that point, I will yield 5 minutes to Mr. Dent who has been 
yielded unanimous consent to be able to participate. 
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Mr. ISSA. Thank you, Mr. Chairman. And I will use just a small 
part of it to recognize the senior Senator Gore for his contrihution 
in that superhighway system under Eisenhower. 

Mr. Chairman, pursuant to rule 6, clause 2, I request to call wit- 
nesses selected by the minority on 1 day of hearing concerning the 
tracking of Federal Recovery Act dollars funding. And we request 
the hearing take place before the summer district work period at 
a mutually agreeable date. 

And, Mr. Chairman, briefly, the only reason for this, as we dis- 
cussed, is that we weren’t able to have a third panel. That panel 
was dismissed and it was found to be inappropriate to put them 
on either of the first two panels. So we do not have a witness, but 
we believe it will be productive to have witnesses at a future time 
to be decided. 

And I thank the chairman. 

Chairman Towns. Congressman Dent, Pennsylvania. 

Mr. Dent. Thank you. And I know you are all going through a 
tortuous process and I’m so delighted you could be here with us. 

One thing on the stimulus. It seems that much of the funding is 
being used to fill holes: budget holes, potholes. One thing I noticed, 
too, is that you are a great advocate for infrastructure, as am I. A 
lot of us are. But one of the frustrations — this is not a criticism of 
you or PennDOT. It’s just a statement of reality that, according to 
what I’m reading from PennDOT, there is $307 billion of commit- 
ments for roads, bridges, highway projects, and we’ve spent, up to 
this point, about $9.3 million. 

Governor Rendell. There’s a big difference between spending 
and obligated. 

Mr. Dent. I know. This is what’s spent, not obligated. 

Governor Rendell. Again, it’s less than 4 months and most of 
the projects, the 131 I talked about, are just starting up. And 
PennDOT is pay-as-you-go. 

Mr. Dent. I just want to be clear that you are not able to do a 
whole lot of new capacity construction with this money because of 
the rules. You get a dollar, you’re mostly doing resurfacing and 
bridge repairs. 

Governor Rendell. Because we wanted to do it fast and create 
jobs. And we built a new road. We would have had to do right away 
an environmental assessment or environmental impact statement. 
It would have been 2 years before we ever took a shovel to that. 

Mr. Dent. That is right. The Federal process is what prevents 
you from spending money on new capacity. I think we agree on 
that point. 

It seems that much of the stimulus money in Pennsylvania, and 
I suspect around the rest of the country, is being used for basic 
services — Medicaid, Title I, IDEA — and I think that’s an issue that 
we are all confronting here. It’s going to basic services relief as op- 
posed to jobs. I guess we can have this argument about relief ver- 
sus jobs. But nevertheless, it’s relief money. 

One other thing, too. In the GAO report, it says the Pennsylvania 
Department of Education officials expressed concerns about assess- 
ing jobs created and retained, and they are telling districts not to 
use the recovery funds to create new positions that will need to be 
sustained beyond the 2-year period but, instead, to use the funds 
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for one-time costs such as teacher retention, bonuses, and even 
some recruitment issues. 

So I guess really a question is: Will the teachers who receive the 
so-called retention bonuses be counted as jobs retained? And is 
there a way to quantify how many teachers would have left work 
without the recovery fund retention bonus? 

Governor Rendell. I think the Department of Education can do 
that for you. But let me amend what you said. 

The Department of Education properly recommended to the 
school districts that, under the stabilization money that they re- 
ceive, not to do any new hires because you lose that money in 2 
years and you have to, obviously, get rid of the people they hired. 
But they urged them to do it on things that had a legacy, like keep- 
ing teachers or teacher training or school modernization. I would 
have loved to have seen the stimulus allow school construction and 
school rehabilitation. But somewhere along in this process, and I 
don’t know 

Governor O’Malley. It was on the Senate side. 

Governor Rendell. They knocked it out, and you can only use 
it for school modernization. That would have been the best use of 
these funds because they’re 2-year funds. 

Mr. Dent. Understood. But that same fund of money that is 
being used for retention and recruitment — I’m not sure why we 
need to spend money for recruiting during an economic downturn 
like we are experiencing — but that’s the same money that could be 
used for a State-related institution like a Penn State, Temple/Pitt. 
And I know you have to make a lot of hard decisions, you and the 
general assembly. Penn State is getting cut significantly, but in- 
stead of funds being used for retention or recruitment, could those 
not be used for, say, higher ed? 

Governor Rendell. Understand, the four State-related schools, 
Penn State, Pitt Temple, etc., are getting stabilization money. The 
cuts they are receiving would be much worse without the stimulus. 
Much, much worse. 

Mr. Dent. I guess finally, I appreciate the fact that you came 
here. I think we all have to recognize that so much of this money 
is being used for restoration of basic services where most of it has 
been sent. I understand the frustration on the infrastructure. I feel 
it, too. Alan Bieler does a great job for everybody in Pennsylvania, 
and I’ve had these conversations with him many times about the 
inability to spend this Eederal money quickly because of our rules 
that constrain your ability to build new capacity. 

Mr. ISSA. Would the gentleman yield? 

Mr. Dent. I would be happy to yield. 

Mr. IsSA. Eollowing up on the question that I asked Governor 
Patrick earlier. Would both of you comment on how you feel you 
should spend the money when you do spend it on public works 
projects. Should you be spending it at the lowest allowable wage 
under the act, or would you support what has been reported — and 
the Governor is going to confirm — that Massachusetts is about $17 
above the Eederal prevailing wage. As such, they’re getting less 
bang for their buck. 

Would you both comment on how you feel that should be done 
in your States? 
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Governor Rendell. Well, I would say, very succinctly, we fol- 
lowed the Federal rules. So the money that’s being spent is being 
spent at a wage rate similar to money we get from ISTEA. No dif- 
ference. 

In Pennsylvania, it’s interesting. We have regional assessments 
of what the prevailing wage is. So the prevailing wage in Philadel- 
phia for a sheet metal worker is significantly higher than the pre- 
vailing wage in Altoona. So Altoona road projects get paid at their 
prevailing wage, Philadelphia at their prevailing wage. But it’s the 
same as the money that you give us that’s joined with State money 
every year. And that should stay that way. 

Governor O’Malley. And I believe that’s the same way that we 
do it. 

Mr. Connolly. Mr. Chairman, would you yield me just 10 sec- 
onds? 

Chairman Towns. I will yield you 10 seconds, yes. 

To Mr. Issa’s point. But irrespective of prevailing wages, is it not 
true that the cost of construction has gone down so much that as 
a matter of fact, these dollars are creating more jobs and allowing 
for more construction? 

Governor O’Malley. We are seeing more competitive bids coming 
in. They are coming in much more competitively. In other words, 
a better bang for the buck for our Federal tax. 

Governor Rendell. Our bids are coming in about 17 percent 
lower than expected, which will enable us to not only do 242 
projects, we are going to take the money again and spread it 
through the regional planning organizations and do some addi- 
tional projects. 

Governor O’Malley. The people that are competing for these 
jobs, these are small business people. These are people whose fami- 
lies have at some time put their neck on the line keeping food on 
the table. We all know it’s the private sector that creates these 
jobs. But when it comes to big things like our bridges, like our in- 
frastructure, these are things that we can only do together. So 
these are real private sector jobs. 

I might also add, the safety net, the so-called filling of the gap 
for the budget, in this great recession there is a much greater de- 
mand from hardworking people, who through no fault of their own 
find themselves unemployed. And being able to provide health care 
while they transition, being able to allow them to go and put food 
on their table, creates demand in the economy. 

And I might also add that the dollars invested in public edu- 
cation are most definitely saving teaching jobs. And teachers are 
Americans, too, and they are part of this economy as well. 

Governor Rendell. The $32 increase in the food stamp program 
in Pennsylvania translates to, in a year, almost $600 million of 
more spending. Think about that. That’s how many people we have 
on food stamps. Six hundred million dollars’ more spending, and it 
is the direct and the most quick spending of all. 

Chairman Towns. Let me yield myself 5 minutes. 

OMB’s failure to issue timely guidance. In your opinion, if 0MB 
has not provided States with the necessary guidance in a timely 
manner, is it possible to expect or is it feasible to expect States to 
report all required data by October 10th? Is that possible? 
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Governor O’Malley. From our standpoint, Mr. Chairman, we 
certainly respect the hard work at 0MB, and the clearer they can 
be, the better. And at the same time with regard to the dollars that 
we have already allocated and the dollars we are spending, we 
don’t have a problem being able to report those in a timely manner 
in Maryland, where we believe we can account for those and we 
can fulfill those reporting requirements. 

The difficulty comes in those things that go directly to local edu- 
cation boards or the things that go directly to municipalities. It cre- 
ates a bigger challenge b^ecause we have to depend on getting the 
feedback back from those municipalities and counties. So your ef- 
forts to force 0MB to give us clear guidelines to put the respon- 
sibility where the dollars are being spent, I think is wise and prop- 
er. 

Governor Rendell. I agree. 

Chairman TOWNS. Another concern I have. The communities that 
desperately need Recovery Act funding are, in essence, being by- 
passed in many instances. Could you comment on this? I guess 
Governor Rendell, as chairman of the National Governors Associa- 
tion, are you seeing this occurring in other States? 

Governor Rendell. Let me just refer to page 3 of my testimony 
where I talk about transportation funds. We’ve obligated $720 mil- 
lion of the $1 billion Federal funds we’ve gotten. And Mr. Chair- 
man, $315 million of that is obligated in what are federally classi- 
fied economically distressed areas. So that’s not quite half, but 
about 45 percent of our transportation dollars are being spent in 
economically distressed areas. We are trying, and I think we are 
doing a pretty good job on it. 

Governor O’Malley. Mr. Chairman, for our part, we map all of 
the dollars that we distribute. And I have no doubt that if we were 
not distributing these dollars in an equitable way, I would certainly 
be hearing from the community leaders and mayors and other peo- 
ple. 

So I think the map, the openness, the transparency showing 
where the dollars land is critically important, and all of us need 
to be able to do that, as indeed Governor Rendell has done on so 
many of the things he mentioned, the tax cuts, the SNAP dollars, 
extended unemployment benefits. 

Chairman Towns. Would you talk about how the oversight com- 
mittee works? 

Governor Rendell. The oversight committee meets twice a 
month. And they’re given by the chief accountability officer all of 
the material that had been done in the past and all of the decisions 
that are coming up. Now, they can’t direct us to do anything per 
se, but we do listen to their advice and listen to their suggestions. 
And it’s been a valuable process. One, we get some very valuable 
suggestions, but two, it really — because I’m from Philadelphia — I 
was the mayor of Philadelphia before I was Governor. 

Congressman Brady can tell you, there’s a belief out in the State 
that Philadelphia gets all of the money. It’s not true, but nothing 
I can do will disprove it. Since I’ve been Governor, I’ve given Alle- 
gheny County, which is greater Pittsburgh area, about $800 million 
overall more than Philadelphia. No one in Allegheny County would 
believe that. 
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So there was a thought — and Congressman Dent can probably 
tell you this — that some of his colleagues were going to direct all 
of the money to the big cities in Democratic areas, etc. And that’s 
just not the case. 

First of all, so much of the money is driven by existing Federal 
formulas. So for our transportation dollars, every county and the 
State has transportation projects. And they made the decisions. 
They’re involved in the regional planning organizations, they made 
the decision. 

The metropolitan Philadelphia area gets X dollars of percentage 
out of our Federal dollars; they got the same percentage out of 
stimulus they get every year. But people sort of had the feeling 
that we would direct these dollars in a political or in a geographi- 
cally sensitive way. And having this sort of oversight is good. I like 
it, actually. I like it. 

Chairman TOWNS. I yield 5 minutes to the gentleman from Cali- 
fornia, Mr. Issa. 

Mr. IsSA. I thank both of you Governors for remaining. We are 
going to have votes in a few minutes. 

I would like to expand on a couple of things. 

Governor Rendell, I can’t resist. The last time we were together 
we were talking A-10 aircraft, if you recall. In light of the wind- 
down of Iraq, in light of, if you will, the changing external forces 
versus your National Guard and every Governor’s National Guard, 
do you believe this administration should begin right-sizing both 
the Active Duty and Reserve components, including the Guard, to 
be lighter, quicker, perhaps less expensive to operate, once you get 
past the highly trained personnel, and start shedding themselves 
of legacy costs which, sadly, would probably include tank killers for 
a battle we are not likely to have? 

Governor Rendell. Right. I believe the answer to that is yes. 
Congressman, but I also think that should have happened in the 
prior administration several years ago. 

Mr. Issa. I have no doubt it should have happened many admin- 
istrations ago. 

But Governor, would you echo the same answer that this admin- 
istration now inherits this need to right-size both Active and Re- 
serves more appropriate to the likely wars we are going to fight 
and make them lighter, quicker, and, candidly, perhaps provide you 
some further relief for the high tempo they’ve been experiencing? 

Governor O’Malley. It’s an interesting question. I mean, at the 
heart of the question is the constant need for military reform, not 
to allow ourselves to be lulled into fighting or paying or investing 
in fighting the last war. But I think you will never find another 
time since 1814 when people have been more in danger here in the 
United States. So I think that there is a changing mission for the 
Guard, but I don’t know if that will necessarily be one that is less 
expensive. More likely, it will probably be more expensive, given 
the vulnerabilities that assymetrical warfare poses to population 
centers, to ports, to critical infrastructure, telecommunications 
mode, cybersecurity and the like. 

Governor Rendell. We do need to replenish the Guard in every 
State. We lost equipment that hasn’t been replaced. That was a 
constant refrain that Governors, Republican and Democratic alike. 
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had with the prior administration. We would get our Guard units 
back, but with 40 percent of the equipment we sent over. 

Mr. IssA. And then Governor, that’s the reason I asked the ques- 
tion for both of you. I’m not asking for going on the cheap. But 
many of you have legacy equipment, heavy tanks, all kinds of 
equipment that although if you replenish them, you’re back where 
you started. Isn’t this an opportunity for the administration to go 
ground-up and begin rebuilding the Guard perhaps with different 
equipment, different missions, rather than ordering just replace- 
ments? 

Governor Rendell. I don’t know if you are familiar. Congress- 
man, with the Stryker brigade. I know Congressman Dent is. The 
Stryker brigade is a very, very mobile quick unit 

Mr. IssA. I visited them both in theater and the West Coast. My 
question is, wouldn’t you prefer that over M-1 tanks? 

Governor Rendell. And not only for foreign encounters. 

Mr. IsSA. But for your domestic mission. 

Governor Rendell. No question. 

Mr. IssA. Because there is talk of a potential next round. But 
even if there isn’t, this is still continuous. 

Let me ask one more question which is unique to Governors and 
not covered in the stimulus, but perhaps should have been, besides 
infrastructure. 

One of the greatest burdens that you have beyond Medicaid, and 
obviously your Medicare recipients, is the unemployment burden. 
And both the last administration and this administration tried to 
address some of that growing unemployment with the Federal ex- 
tensions. But the other burden you have, which often is called Med- 
icaid and some of the other programs, is that when people become 
unemployed they lose their health care, or they lose the ability to 
pay their COBRA is probably more often. 

Do you believe that this committee or the Congress in general 
should begin looking separate from — we don’t know whether we’ll 
get comprehensive health care reform or not — but should we con- 
sider modernizing unemployment, or at least the Federal match, to 
ensure that it anticipates paying for health care costs during the 
period of unemployment? Isn’t that inherently the modernization of 
unemployment that has not been addressed? 

Governor O’Malley. I would say yes. 

Governor Rendell. I think we both agree. But, Congressman, if 
I could tell you anything other than my constant refrain about in- 
frastructure, I would tell you we ought to find a way — and I think 
it should be done in a bipartisan fashion — we should find a way to 
do health care. The time has come for America to take care of its 
people like every other modern country in the world does. And if 
we found a way to do that, we wouldn’t have to do it. You are abso- 
lutely right. In the absence of a bill, that would be a great idea. 
Great idea. But I think we should get together and pass something. 

Mr. IsSA. Thank you. Governor. 

Now that you are no longer mayor of Philadelphia, perhaps the 
appropriate legend of your ability to get Philadelphia their fair 
share will fade in time. 

Governor Rendell. I don’t have much time. 
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Mr. Cummings. I’m glad to hear Mr. Issa talk about health care 
and the unemployed, because I’m going to hold him to that; be- 
cause we may get to a point where we have to do something like 
that, because we’ve got to make sure that our people are taken care 
of. 

This country. I’ve said it many times, we get our authority in the 
world by moral authority and how we treat each other. 

But on that note. Governor O’Malley, let me ask you, you — both 
of you — before you all — earlier in your testimony there were a num- 
ber of people that raised the issue that this is temporary help and 
how do we hold the Governors accountable after this and how 
does — are we setting ourselves up for taking people up, and then 
a drop when stimulus money runs out? 

Now, you may have answered that when I was out of the room. 
How do you look at that. Governor O’Malley? 

Governor O’Malley. It’s an interesting question. It’s one that’s 
often asked of us by citizens and small business owners. The fact 
of the matter is I think we all hope, regardless of our differences 
in governing philosophy, we all hope that this recession will be of 
a temporary nature, and that’s why this aid is of a temporary na- 
ture. But, fortunately, it does span a 2-year period of time. 

And as I said in my earlier testimony — and I think Governor 
Rendell echoed this — this recession and unemployment would be so 
much worse were it not for the investments that came from the Re- 
covery and Reinvestment Act dollars. 

So we hope that with this greater demand created in the econ- 
omy through a number of different vehicles, including these impor- 
tant investments, that we start pulling our economy out of the 
ditch where it’s expanding and supporting jobs. And I might add, 
while it’s certainly nothing that we can call a trend, for the last 
month that we have complete data in Maryland, we have actually 
seen our State create 2,500 more jobs than we lost. Now it was the 
first month that we had done that in a long time. Might be a blip. 
But all hope and progress starts with the first steps. 

Governor Rendell. I agree with everything Governor O’Malley 
said and particularly the last thing. Because the answer to the 
question and the answer to the citizens’ question, 2 years from 
now, 2 fiscal years from now, our stimulus money goes away, but 
Pennsylvania this year had negative 8 percent growth. Believe it 
or not, for the mid-Atlantic that was good. The average mid-Atlan- 
tic State had negative 14 percent growth. I’m predicting, in this up- 
and-coming budget, zero growth. 

For my first 6 years as Governor, Congressman, I had between 
5 and 6 percent growth. Every point of growth in Pennsylvania is 
worth $260 million. So let’s assume by the year 3 when stimulus 
drops off, we are back to dVz percent growth; 5V2 percent growth 
means the Governor will have another $1.4 billion to cushion the 
blow of losing those stimulus dollars. It’s all about growth. 

That’s why the economy — first and foremost, the economy is im- 
portant to people who need jobs. But second, it’s important for us 
to be able to do all of the things that we do as a government, and 
some that we do very well and some not so well and we need to 
improve. But it’s all about growth, and that’s why it’s so important 
to get that economy back. 
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We’ll take care of this stimulus gap if we have growth again. 

Chairman Towns. Let me say I thank the Members and the 
staff, I thank the Governors and all of the witnesses that have par- 
ticipated today. 

I’m encouraged that since the enactment of the Recovery Act, we 
have made some strides toward putting our economy back on track. 
But I am disappointed in the overall results so far. Unemployment 
is at a high and the full force of stimulus spending has yet to be 
felt. Moreover, I remain concerned with several issues related to 
the Recovery Act implementation. One issue that I intend to ad- 
dress immediately is the Department of Transportation’s failure to 
define what qualifies as an economically distressed area for allocat- 
ing Recovery Act funds. The point of this requirement is to direct 
stimulus spending to communities that need Recovery Act invest- 
ments the most, like disadvantaged areas of my home district in 
Brooklyn. 

I will be sending a letter to the Secretary of Transportation, Ray 
LaHood, to explain my concerns and request a meeting with the 
Secretary to discuss this issue. 

Another problem that needs to be corrected is OMB’s failure to 
issue all necessary guidelines. OMB’s inconsistency in providing 
adequate and comprehensive guidance creates greater challenges 
for States to provide timely and reliable data by the October 10th 
reporting deadline. 

This is another obstacle in terms of the majority of States that 
are already short-staffed due to severe budgetary cuts. In my home 
State of New York, State government agencies have been forced to 
function with a 10 percent reduction in their budgets for the fiscal 
year. The Office of the State Controller is particularly concerned 
that it will not be able to meet the escalating demands of auditing 
Recovery Act programs. 

The issues we discussed today are many of the same issues that 
we identified at our field hearing on the stimulus that led me to 
introduce H.R. 2182, the Enhanced Oversight of State and Local 
Economic Recovery Act. The House has passed this bill, and I hope 
we can continue moving forward until it is signed into law. 

We recognize that there are still important issues to be resolved 
before Recovery Act spending and accountability works as in- 
tended. 

Be assured that we intend to continue our detailed oversight of 
the programs until we finally see our recovery, economic recovery. 

Please let the record demonstrate by submission of a binder with 
documents relating to this hearing — without objection, I enter the 
binder into the committee’s records, of course. 

And now the committee stands adjourned, and let me again 
thank the Governors for coming and staying. I apologize to you for 
the way that we had to do this because there is a thing called votes 
around here, and we have to make it over there. They complain if 
we are not over there. 

So thank you. Governor Rendell, and thank you. Governor 
O’Malley. 

The committee stands adjourned. 

[Whereupon, at 2:12 p.m., the committee was adjourned.] 

[Additional information submitted for the hearing record follows:] 
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Economy 

Biden Acknowledges Administration 'Misread' The 
Economy 

By Scott Wilson 

Vice President Biden acknowledged today that the administration underestimated the 
depth of the economic recession months ago as it prepared a recovery package that is 
only now beginning to take effect. 

"We misread how bad the economy was, but we are now only about 120 days into 
the recovery package," Biden said on ABC's "This Week." "The truth of the matter 
was, no one anticipated, no one expected that that recovery package would in fact be 
in a position at this point of having distributed the bulk of the money." 

Figures released last week showed that the national unemployment rate has reached 9.5 
percent, and that the economy is still shedding nearly half a million jobs a month. 

President Obama pushed through a $787 billion stimulus package within his first month 
in office to slow the economic slide by replacing retreating private-sector demand, in 
part, with government spending. 

But criticism has been mounting from the left and right, albeit for different reasons, that 
the plan was misconceived. 

Administration officials have argued for weeks that the economic projections made 
before Obama took office presented an overly optimistic view of the economy, a case 
Biden reiterated in blunt terms today. 

Conservative critics have used the mounting job losses to argue that the stimulus package 
- a mix of government spending and tax cuts - should have been titled more toward the 
latter than it was. 

Meanwhile, liberal economists such as Paul Krugman have argued for more public 
spending, just as the stimulus money begins trickling into the economy. 

After acknowledging the economic "misreading," Biden said "the second question 
becomes, did the economic package we put in place, including the Recovery Act, is it the 
right package given the circumstances we're in?" 

"And we believe it is the right package given the circumstances we're in," he said. 

Asked if a second stimulus package is needed, Biden said it is "premature to make that 
judgment." 
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Instead, he said, the administration will monitor the effect of the government spending in 
the coming months, as the public-works projects financed by federal funds move from the 
planning stage to the hiring and construction phase. 

"And so this is just starting," Biden said. "The pace of the ball is now going to increase." 



183 





184 





185 





186 






187 




188 


GAO 


United States Govemment Accoantability Office 

Report to Congressional Committees 


RECOVERY ACT 

States’ and Localities’ 
Current and Planned 
Uses of Funds While 
Facing Fiscal Stresses 
(Massachusetts) 


4 GAO 

AegQuntablllty * Integrity * ReHabtlity 


GAO-09-830SP 




189 


Contents 


Appendix VIII Massachusetts 1 

Overview 1 

Massachusetts Has Accelerated the Use of Recovery Act and 

Rainy-Day FVinds to Close a Growing Budget Gap 4 

Increased FMAP Funds Have Allowed Massachusetts to Maintain 

Health Caie Reform IniUatives 6 

First Round of Massachusetts Recovery Act Highway Fund 

Projects Under Way 9 

Massachusetts Already Using State Fiscal Stabilization Funds 15 

ESEA Tide I, Part A Education Funds Flowing to School Districts 

through Existing Mechanism 19 

State Officials Required Submission of Application for Receipt of 

Recovery Act IDEA Parts B and C Funds 21 

Massachusetts Using WIA Youth Funds to Create Summer 

Employment Opportunities within Targeted Municipalities 23 

Massachusetts Has Proposed Priority Areas for Edward Byrne 

Memorial Justice Assistance Grant Funding 28 

Massachusetts Receiving Large Influx of Recovery Act 

Weatherization Funds with Plans to Begin Weatherizing Housing 
Units July 2009 30 

Local Housing Agencies Receive Capital Formula Grants 34 

Massachusetts Takes Steps to Oversee and Safeguard Recovery Act 
Funds 38 

Approaches for Assessing the Effects of Recovery Act Spending 

Continue to Develop 43 

State Comments on This Summary 45 

GAO Contacts 46 

Staff Acknowledgments 46 


Tables 

Table i: Highway Obligations for Massachusetts by Project Type 

as of June 25, 2009 1 1 

Table 2: Massachusetts Plcumed Use of Recovery Act 

Weatherization Funds 32 


Figures 

Figure 1: Monthly Percent^e Change in Medicaid Enrollment for 

Massachusetts, October 2007 to May 2009 7 


Page MA-i 


GAO-09-830SP Recovery Act 





190 


Figure 2; Federally-Designated EDA and State-Designated Growth 

Districts Targeted for Highway Infrastructure Projects 14 

Figure 3: Changes in Planned Uses of SFSF Funds for K-12 and 

Higher Education from March 2009 to May 2009 17 

Figure 4: Percent of Public Housing Capital Funds Allocated by 
HUD That Have Been Obligated and Drawn Down in 
Massachusetts 35 


This is a work of the U.S. government and is not subject to copyright protection in the 
United States. The prubiished product may be reproduced and distributed in its entirety 
witfiout further permission from GAO. However, because this work may contain 
copyrighted images or other material, permission from the cc^yright holder may be 
necessary if you wish to reixoduce this material separately. 


Page MA-ii 


GAO-09-830SP EecoveryAct 





191 


Appendix VIII: Massachusetts 


Overview 


The following summari^ GAO’s work on the second of its bimonthly 
reviews of American Recovery and Reinvestment Act (Recovery Act) ’ 
spending in the commonwealth of Massachusetts. The Ml report on all of 
our work, which covers 16 states and the District of Columbia, is available 
at httpy/www.gao.gov/recovery/. 

Use of funds: GAO’s work in Massachusetts focused on nine federal 
programs, selected primarily because they have begun disbursing funds to 
states, include new programs, or include existing programs receiving 
significant amounts of Recovery Act funds. Program funds are being 
directed to help Massachusetts stabilize its budget and support local 
governments, particularly school districts, and several are being used to 
expand existing programs. Fhnds from some of these programs are 
intended for disbursement through states or directly to localities. The 
funds include the following; 

• Funds Made Available as a Result of Increased Medicaid 
Federal Medical Assistance Percentage (FMAP).^ As of June 29, 
2009, Massachusetts had received over $1.2 billion in increased FMAP 
grant awards, of which it had drawm down over $833 million, or almost 
68 percent The commonwealth is using these fimds to cover the 
state’s increased Medicaid caseload, maintain current populations and 
benefits, increase provider payment rates, and make additional state 
funds available to ofrset the state budget deficit. 

• Highway Infirastructure Investment funds. The U.S. Department of 
Transportation’s Federd Highway Administration (FHWA) 
apportioned $438 million in Recovery Act funds to Massachusetts, of 
which 30 percent was suballocated to metropolitan and other areas. As 
of June 25, 2009, the federal government’s obligation was $174 million, 
and Massachusetts had contracted for 20 projects and advertised for 
an additional 10 projects. All were quick-start projects largely involving 
road paving except for one complex project that includes construction 
of a new highway interchange. For example, one project in Adams 
entails 1.5 miles of road resurfacing and sidewalk reconstruction on 
Route 1 16. All paving except the topcoat is planned to be completed 


‘Pub. L No. lil-5, 123 Stat 115 (Feb. 17, 2009). 

increased FMAP available xmder tire Recovery Act is for state expenditures for 
Medicaid services. However, ttie receipt of this increased FMAP may reduce the funds that 
states would otherwise have to use for their Medicaid programs, and statra have reported 
using these available funds for a variety of puiposes. 
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before winter. Anodier project in Swansea involves resurfacing Route 
6 from the Somerset town line to the Rehoboth town line and that 
paving is expected to be completed before winter. 

• U.S. Department of Education State Fiscal Stabilization Fund 
(SFSF). The U.S. Department of Education (Education) has awarded 
Massachusetts about $666 million, or about 67 percent of its total SFSF 
alloc^on of $994 million. The commonwealth has obligated $412 
million as of June 26, 20(^. Massachusetts is using these hinds to 
restore state aid to school districts, helping to stabilize their budgets 
and, among other uses, retain staff. For example, a Lawrence Public 
^hools official said these funds would prevent the layoff of 123 staff 
members, including fK) teachers. 

• Title I, Part of the Elementary and Secondary Education Act 
(ESEA) of 1965. BJducation has awarded Massachusetts about $82 
million in Recovery Act EISEA Title I, Part A, funds or 50 percent of its 
total allocation of $163 million. Of these funds, the commonwealth has 
allocated $78 million to local education agencies, based on information 
available as of June 30, 2009. These hmds are to be used to help 
educate disadvantaged youth. For example, the Boston Public Schools 
plan to use these funds for benchmark assessments, a student 
information sj^tem, and targeted upgrades of computer facilities for 
teacher and student use. 

• Individuals with Disabilities Education Act (IDEA), Parts B and 
C. Education has awarded about $149 million in Recovery Act IDEA, 
Part B and C, funds, or 50 percent of its total allocation of $298 million. 
Massachusetts has allocated all of its available Part B funds to local 
education ^encies, based on information available on June 30, 2009. 
These funds are planned to be used to support special education and 
related services for infants, toddlers, children, and youth with 
disabilities. For example, Boston Public Schools plan to use these 
funds to hire staff; invest in prereferral to special education 
intervention, autism-related technology, and training; and expand 
inclusion activities. 

• Weatherizalioii Assistance Program. The U.S. Department of 
Elnergy (DOE) allocated about $122 million in Recovery Act 
weatherization funding to Massachusetts for a 3-year period. DOE has 
provided $12.2 million to the commonwealth, and Massachusetts has 
obligated none of these binds as of June 30, 2009, as it is awaiting 
approval of its state plan. In July 2009, Massachusetts plans to begin 
disbuising its funds for weatherizing low-income families’ homes and 
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State and federal public housing, and for developing an energy-related 
training center. 

• Workforce Investment Act Youth Program. The U.S. Department 
of Labor allotted about $24.8 million to Massachusetts in Workforce 
Investmait Act Youth Recovery Act funds. The commonwealth has 
allocated $21.1 million to local workforce boards, based on 
information available on June 30, 2009. Massachusetts plans to use 60 
percent of Recoveiy Act funds under this program by ^ptember 30, 
2009, to create about 6,500 summer jobs for youth. 

• Edward Byrne Memorial Justice Assistance Grants. The 
Department of Justice’s Bureau of Justice Assistance has awarded $25 
million directly to Massachusetts in Recovery Act funding. Based on 
information available as of June 26, 2009, about $13 million (51 
percent) of these funds have been obligated by the Executive Office of 
Public Safety and Security, which administers these grants for the 
commonwealth.* 

• Public Housing Capital Fund. The U.S. Department of Housing and 
Urban Development has allocated about $82 million in Recovery Act 
funding to 68 public housing agencies in Massachusetts. Based on 
information available as of June 20, 2009, about $3.1 million (4 
percent) had been obligated by 20 of those agencies. At the two public 
housing agencies we visited (in Boston and Revere), this money, which 
flows directly to public housing agencies, is being used for various 
capital improvements, including moditying bathrooms, replacing roofs 
and windows, and aiding security features. 


Safeguarding and transparency: Massachusetts has begun planning its 
oversight efforts. Officials from the State Auditor’s Office have drafted an 
audit plan and are currently planning the risk assessments they will 
perform of programs receiving funding under the Recovery Act The state 
Inspector General intends to focus on gaps in coverage. The oversight 
agencies have expressed concern regarding their 2010 budgets and 
potential staffing cuts due to die commonwealth’s fiscal situation. The 
extent of these cuts will not be known until the budget is passed for the 
fiscal year, which begins July 1, 2009. The commonwealth is in the process 


*We did not review Edward Byme Memorial Justice Assistance Grants awarded directly to 
local governments in this report because the Bureau of Justice Assistance’s solicitation for 
local governments closed on June 17. 
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of putting into pl^^e a plan to obtain additional resources for these 
overeight agencies. Massachusetts has enhanced its accounting system to 
track Recovery Act funds that flow through the state accounting s^tem. 
llie Comptioifer^s Office has included questions on compliance with 
Recovery Act provisions in its intern^ control questioniimre, and the 
Governor’s Office is continumg to assess whether agencies need new 
procedures for managing these funds. 

Assessing the effects of spending: Massachusetts agencies are 
begiiming to develop strategies for collecting and reporting employment 
outcomes, focusing on incorporating federal gmdance and ^apting 
existing systems for collecting and reporting on Jobs created and retained. 
State program officials report using a variety of methods to measure 
employment outcomes, which could lead to reporting inconsistencies. For 
example, highway construction prefects are submitting montliiy 
information on employees paid, while weatheitmtion program officials 
have estimated the number of jobs that will be created using a model for 
the construction trades. Existing programs receiving Recovery Act fimds 
are beginning to develop plans for measuring progrmn performance. 


Massachusetts Has 
Accelerated the Use 
of Recovery Act and 
Rainy-Day Funds to 
Close a Growing 
Budget Gap 


As we noted in our April 2009 report,^ the commonwealth of 
Massachusetts was, at tiiat time, addressing a budget gap of approximately 
$3 billion out of a total state operating budget of about $28 billion. ® Since 
our last bimonthly report, this projected gap has grown to nearly $4 
billion. The mtyor cause of the widening budget gap is reduced revenue 
collections, which continue to be significantly lower than officials had 
anticipated. For example, tax collections in April alone were nearly one- 
half billion dollars lower than expected.® To close this widening budget 
g^, the state plans to use an additional $561 million in state “rainy-day" 
funds and make available other state funds by using $412 million from the 
Recovery Act’s State Fiscal Stabilization Fund (SFSF) for fiscal year 20C®, 


^Massachusetts iaw requires the governor to recommend, the state legislature to enact, and 
tile governor to approve a general appn^riations bill that constitutes a b^anced budget for 
Massachusetts. No supplemental appropriation bill is to be approved which would cause 
the budget for any fiscal year not to be balanced. Mass. Gen. Laws ch. 29, § 6E. 

^Massachusetts Department of Revenue, April £009 Tax CkMecHm Summary. 
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which ended on June In addition, the state has already reduced 

expenditures by more thmi $1 billion (including eliminating state positions 
and implementing management furloughs) and used additional revenue 
from other sources to make up for some of the state’s revenue decline. 
These included voluntary cuts and contributions from entities outside the 
governor’s budget-cutting authority, such as the legislature, the judiciary, 
and quasi-public j^encies. State officials noted that the occurrence of a 
significant revenue shortfall late in the fisc^ year made it nearly 
impossible for the state to rely on any additional spending cuts or tax 
increases to balance its budget. Therefore, state officials noted that 
accelerating their use of Recovery Act and state rainy-day fimds was the 
most viable solution to balance the budget. 

Both the Governor and legislature have also proposed using a combination 
of federal Recovery Act fimds, such as state funds made available as a 
result of increased FMAP and rainy-day fimds, to avoid substantial budget 
spending cuts to stabilize its budget for fiscal year 2010. The state had 
hoped to leave a sizable amount of the SFSF and rainy-day funds available 
for 201 1 but changed its approach because of its deteriorating fiscal 
condition. Using more of Aese fimds in the current fiscal year will likely 
make it more difficult for the state to balance its budget after Recovery 
Act fimds are no longer available, unless economic conditions improve 
substantially. 

The growth in services to disadvantaged populations and maintenance-of- 
effort requirements pose added risks to the state’s longer-term budget 
stability. Although state officials report that safety net caseloads are 
growing slowly in Mass^husetts, they are concerned that future caseload 
growth could further strain the state’s budget at a time when Recovery Act 
funding is no longer available.® Massachusetts officials also expressed 
concerns over maintenance-of-effort requirements attached to many 
federal programs, including those funded through the Recovery Act, as 
future across-the-board spending reductions could pose challenges for 
maintaining spending levels in these programs. State officials said that 


^Massachusetts officuds refer to their rainy-day funds as stabilization funds. However, to 
avoid confusion with the Recovery Act’s SFSF funds, we use rainy-d^ ftinds in this 
j^pendix to refer to these reserve funds. 

®Massachus€tts officials stated diat caseloads for programs such as Temporary Assistance 
for Needy Families (TANF) and Commonwealth Care have grown, but not much beyond 
anticipated levels. 
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maintenance-of-effort requirements that require maintmning spending 
levels that are based upon prior-year, fixed-dollar amounts will pose more 
of a challenge than upholding spending levek based upon a percentage of 
program spending provided for the same purpose in a previous fiscal year. 
The SFSF program provides an example of the former.® However, a state 
may obtain a maintenance-of-effort waiver for the SF^F program by 
demonstrating that the percentage of its total state revenues that will be 
used to support elementary, secondary, and public higher education for 
the relevant fiscal year will be equal to or greater than the percentage of its 
total state revenues that were used to support elementary, secondary, and 
public higher education for the preceding fiscal year.“ 


Increased FMAP 
Funds Have Allowed 
Massachusetts to 
Maintain Health Care 
Reform Initiatives 


Medicaid is a joint federal-state program that finances health care for 
certain categories of low-income individuals, including children, families, 
persons with disabilities, and persons who are elderly. The federal 
government matches state spending for Medicaid services according to a 
formula based on each state’s per capita income in relation to the national 
average per c^ita income. The rate at which states are reimbm^ed for 
Medicaid service expenditures is knowm as the Federal Medical Assistance 
Percentage (FMAP), which may range from 60 to no more than 83 percent. 
The Recovery Act provides eligible states with an increased FMAP for 27 
months from October 1, 2008, through December 31, 2010.“ On February 
26, 2009, the Centers for Medicare & Medicaid Services (CMS) made 
increased FMAP grant awards to states, and states may retroactively claim 
reimbursement for expenditures that occurred prior to the effective date 
of the Recovery Act“ Generally, for federal fiscal year 2009 through the 
first quarter of federal fiscal year 2011, the increased FMAP, which is 
calculated on a quarterly basis, provides for (1) the maintenance of states’ 
prior year FMAPs, (2) a general across-the-board increase of 6.2 
percentage points in states’ FMAPs, and (3) a further increase to the 
FMAPs for those states that have a qualiftdng increase in unemployment 


®Under SFSF, for fiscal years 2009, ^10, and 2011, the Recovery Act requires states to 
maintain funding at least at their 2006 levels. 

^^Massachusetts officials indicated they would apply for a waiver. 

“See Recovery Act, div. B, title V, §5001. 

“Although the effective date of the Recovery Act was February 17, 2009, states general^ 
may claim reimbursement for the increased FMAP for Medicaid service expenditures made 
on or after October 1, 2008. 
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rates. The increased FMAP available under the Recovery Act is for state 
expenditures for Medicaid services. However, the receipt of ttiis increased 
FMAP may reduce die hinds that states would otherwise have to use for 
their Medicaid programs, and states have reported using these available 
funds for a variety of purposes. 

From October 2007 to May 2009, the state’s Medicaid enrollment grew 
from 1,113,278 to 1,168,317, an increase of 5 percent'^ Enrollment varied 
during this period, and there were periods in which enrollment decreased 
(see fig. 1). The increase m enrollment was mostly attributable to the 
population groups of (1) children and families and (2) nondisabled, 
nonelderly adults. 


Figure 1 : Monthly Percentage Change in Medicaid Enrollment for Massachusetts, October 2007 to May 2009 


^rcenU^e change 
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Oct. 2007 anrollmem; 1,113,278 
May 2009 enrollment: 1,168,317 
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Note: The state provided prelected Medicaid enroliment data for May 2009. 

As of June 29, 2009, Massachusetts had drawn down over $833 million in 
increased FMAP grant awards, which is almost 68 percent of its awards to 


'®The state provided projected Medicaid enrollment data for May 2009. 
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date.” Massachusetts officials reported that they plan to use funds made 
available as a result of the increased FMAP to offset the state budget 
deficit, to coTCr the stale’s increased Medicaid caseload, to maintain 
current populations and benefits and to increase provider payment rates, 
pending state legislative ^proval to do so. 

Massachusetts officials noted that the state is 3 years into implementing 
major health care reforms. The officials indicated that the increased FMAP 
has allowed the state to maintain this reform initiative in a very difficult 
economic climate. Additionally, they further noted that in the absence of 
the funds, the state would have been faced with more difficult decisions 
about how to cut spending. According to these officials, even with the 
increased FMAP, Massachusetts faces the need to make significant cuts to 
programs for the elderly ^d for people with developmental disabilities, as 
well as public health and mental health programs. In using the increased 
FMAP, Massachusetts officials reported that the Medicaid program has 
incurred additional costs related to 

• personnel needed to ensure programmatic compliance with 
requirements associated with the increased FMAP; 

• personnel needed to ensure compliance with reporting requirements 
related to the increased FMAP; and 

• personnel needed for routine administration of the state’s Medicaid 
program. 

The 2007 and 2008 Single Audits for Massachusetts did not identify any 
material weaknesses specifically related to the Medicaid program. ” 
Further, Medicaid officials indicated that they did not have any concerns 
regarding the state’s ability to maintain eligibility for the increased FMAP. 
However, they noted that the state is implementing a new system — 
NewMMIS — which would include online claims processing, among other 


‘^Massachusetts received increased FMAP grant awards of over $1.2 billion for the first 
three quarters of federal fiscal year 2009. In their technical comments to us, Massachusetts 
oiBciJds in<hc3ted that the state is working with CMS to categorize a significant amount of 
the state’s supplemental increased FMAP grant award as regular FMAP. 

‘^e Single Audit Act of 1984, as amended (31 U.S.C. ch. 75), requires that each state, local 
government, or nonprofit organization that expends $500,000 or more a year in federal 
awards must have a Single Audit conducted for that year subject to applicable 
requirements, which are generally set out m Office of Management and Budget (OMB) 
Circular No. A-1^, Audits of States, Local Governments ^d Non-Profit Organizations 
(June 27, 2003). If an entity expends federal awards under only one federal program, the 
entity may elect to have an audit of that program. 
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things, and that it would be 6 months before the state could request 
certification of the sjretem from CMS. Because Massachusetts Medicaid 
pays providers on a weekly rather than daily basis, state officials continue 
to discuss issues related to the state’s compliance with the Recovery Act’s 
prompt pjQmnent reporting requirements. Specifically, state officials 
reported that they would like guidance from CMS on the availability of 
waivers for this requirement for states that have just implemented a 
NewMMK system. 

As we previously reported, the state is using existing accounting systems 
to track these ftmds but has developed distinct revenue source codes that 
distinguish increased FMAP from general FMAP funds. However, officials 
reported that although the state can identify increased FMAP revenues 
that are deposited into its General Fund, the process for tracking the 
subsequent appropriation and expenditure of these funds is not yet 
implemented. 


First Round of 
Massachusetts 
Recovery Act 
Highway Fund 
Projects Under Way 


The Recovery Act provides funding to the states for restoration, repair, 
and construction of highways and other activities allowed under the 
Federal-Aid Highway Surface Transportation Program, and for other 
eligible surfiice transportation projects. The act requires that 30 percent of 
these funds be suballocated for projects in metropolitan and other areas of 
the state. Highw^ frmds are apportioned to the states through existing 
federal-aid highway program mechanisms, and states must follow the 
requirements of tiie existing program including planning, environmental 
review, contracting, and other requirements. However, ttie federal fund 
share of hi^way infrastructure investment projects under the Recovery 
Act is up to 100 percent, while the federal share under the existing 
Federal-Aid Highway Program is generally 80 percent.” 


‘^nder the Recovery Act, states are not eligible to receive the increased FMAP for certain 
claims for days during any period in which that state has failed to meet the prompt 
payment requirement under die Medicaid statute as ^plied to those claims. See Recovery 
Act, div. B, title V, §6001{f)(2). Prompt payment requires states to pjQ? 90 percent of clean 
claims from health care practitioneis and certain other providers within 30 d«o^ of receipt 
and 99 percent of diese claims within 90 days of receipt See 42 U.S.C. §13^(a)(37)(A). 

”With a few exceptions, the federal government does not pay for the entire cost of 
construc^on or improvement of federal-aid highways. To account for the necessary dollars 
to complete the project federal funds must be “matched" with funds from othex sources. 
Unless otherwise specified in the mithorizing legidation, most projects will have an 80 
percent federal share. 
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Massju^husetts was apportioned $438 million in March 2009 for highway 
infrastructure and other eligible projects. As of June 25 , 2009, $174 million 
has been obligated. The U.S. Department of Transportation has inteipreted 
the term “obligation of funds" to mean the federal government’s 
contractual committnent to pay for the federal share of the project. This 
commitment occurs at the tone the federal government approves a project 
mid a project agreement is executed. As of June 25, 2009, $147,874 has 
been reimbursed by FHWA. States requ^t reimbursement from FHWA as 
the state makes payments to contractors working on approved projects. 


Massachusetts Selected 
Quick-Start Projects, Used 
Accelerated Bidding 
Procedures, and Received 
Bids Below Cost Estimates 


As we reported in our April 2009 report, Massachusetts began planning for 
federal highway infrastructure investment under potential stimulus 
legislation before the Recovery Act was passed. The commonwealth 
convened a task force to identify a priority list of transportation 
infrastructure investments. This task force identified projects that could 
be started quickly, focusing on projects that could be implemented in 
under 180 days, as well as projects that that could be completed within a 2~ 
year time frame. As a result, the initial Recovery Act frmded projects 
advertised for bid were all small, short-term projects that require little lejMl 
time for planning and design, enabling contractors to begin work quickly. 
(See table 1.) Many initial round projects were also chosen to coincide 
with the construction season, which excludes the winter months. The two 
Massachusetts projects we visited — in Adams and Swansea — were in the 
early sU^es of construction; contractors had erected signage and were 
installing erosion control barriers before commencing construction. The 
Adams project, estimated to cost $1,714,860, entails 1.5 miles of road 
resurfacing and sidewalk reconstruction on Route 116 and is expected to 
be complete in July 2010. The Swansea project, estimated to cost 
$4,440,310, will resurface Route 6 from the Somerset town line to the 
Rehoboth town line and is expected to be complete in August 2010. 
According to state transportation officials, the bulk of the work will likely 
be completed before the winter shut-down; they expect that the only 
remaining work will be minor and low-cost 
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Table 1 : Highway Obligations for Massachusetts by Project Type as of June 25, 2009 

Dollars in millions 









Pavement projects 


Bridge projects 





New 

construction 

Pavement 

improvement 

Pavement 

widening 

New 

construction Replacement 

Improvement 

Other* 

Total" 


$0 

$164 

$0 

$0 $0 

$2 

$7 

S174 

Percent of total 
obligations 

0.0 

94.3 

0.0 

0.0 0.0 

1,4 

4.2 

100.0 


Soufce: OAO ens^sis oi Federal Higriway AAntnistration data. 

*tndudes safety projects such as imprcnnng safety at railroad grade crossings, transportation 
enhancement projects such as ped^trian and bicycle facilities, engineering, and right-of-way 
purctiases. 

Total may not add because of rourtding. 

As of June 26, 2009, Massachusetts had awarded contracts for 20 projects, 
and notice to proceed orders had been issued on all of these projects 
signaling that construction could begin. According to state transportation 
officials, because these projects are mainly small repaving projects, they 
should all be completed within 2 years. To ensure that projects get started 
quickly, Massachusetts has accelerated the bid evaluation and award cycle 
by shortening the time that contractors have to prepare their bids and the 
time between bid opening and issuing a notice to proceed for 
construction. According to Massachusetts transportation officials, the 
normal bidding cycle takes 90 to 220 days firom bid opening to award and 
notice to proceed, but for Recovery Act ftmded projects, transportation 
officials have been able to cut that time to less than 60 days. For example, 
the project we visited in Swansea was advertised on March 14, 2009; bids 
were opened 30 days later on April 14, 2009; and the contract was awarded 
on April 23, 2009 — roughly 1 week after bid opening and 6 weeks after the 
project was advertised. 

The recessionary economy in Massachusetts has led to an environment in 
which bids are coming in below estimates. Massachusetts transportation 
officials are reporting that contracts for Recovery Act projects are being 
awarded for about 87 percent of estimated costs. Officials believe this is a 
short-term trend caused by excess edacity in the construction m^u'ket 
because of the state’s economic downturn. According to one official, in the 
past they could ejqiect 4 to 5 contractors to bid on a state construction 
contract, but lately they are seeing 10 to 15 contractors bidding for a single 
contract State officials believe that as more Recovery Act funded 
construction projects get under way, bids will be more in line with cost 
estimates. Because officials believe this is a temporary situation, the state 
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has no plans to change its estimating practices. Officials reported that if 
addition^ money fe available as a result of this trend, they Imve identified 
several small projects that could be ftmded 


Massachi^etts Expects to 
Meet Ail Recovery Act 
Requirements, but 
Maintenance of Effort 
Requirement Poses 
Challenges 


Funds ^propriated for highway infrastructure spending must be used as 
recpiired by the Recovery Act Ihe states are required to 

• ensure that 50 percent of the apportioned Recovery Act funds are 
obligated within 120 days of apportionment (before June 30, 2009) and 
that the remaining apportioned funds sue obUgated within 1 year. The 
50 percent rule eq)pUes only to fimds apportioned to the state and not 
to ^e 30 percent of fimds required by the jEtecovery Act to be 
subailocated, primarily based on population, for metropolitan, 
regional, and local use. The Secretary ofTransportation is to withdraw 
and redistribute to other states any amount that is not obligated by ss\y 
state within these time frames. 


• give priority to projects that can be completed within 3 years, and to 
projects located in economically distressed areas (EDA). EDAs are 
de^ed by the Public Works and Economic Development Act of 1965, 
as amended. 


• certify that the state will maintain the level of spen<fing for the fypes of 
transportation projects funded by the Recovery Act that it planned to 
spend the day Rccoveiy Act was enacted. As part of this 

certification, the governor of each state is required to identify the 
amount of fimds the state planned to expend from st£^e sources as of 
February 17, 2009, for the period beginning on that date and extending 
through September 30, 2010.^® 


Massachusetts has met the Recovery Act requirement that 50 percent of 
their ^portioned fimds are obligated within 120 days. Of the $293,705,678 
that is subject to this provision, 59. 1 percent was obligated as of June 25, 
2009. In order to ensure that 50 percent the ^portioned Recovery Act 


‘States &at are unable to maintain their planned level of effort will be prohibited ftom 
benefiting from the redistiUjuticm obli^tion authority tiiat •will occur after Aupjst 1 for 
fiscal year ^11. As part of the federal-aid hi^way program, FHWA the abUity of 

eadt state to have th«d apportioned ftmds obligated by the end of the federal fiscal year 
(September 30) and adjusts die limiUUjon on obligations for federal-aid highway and 

safely construction progiams by reducing for some states the available authority 
to obli^te funds and increasing the authority of other states. 
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ftmds were obligated within 120 days, the commonwealth selected 
projects worth over $170 million, in case some plans did not materialize. 
Given the state’s focus on selecting small projects that can be moved 
quickly to construction, the state had to puli together many projects in 
order to meet the ^ percent obligation requirement. For example, with 
the exception of one large interchange project in Fall River that was 
estimated to cost $66.8 million, projects planned for the initial hmding 
cycle had costs estimated to range from $624,440 to just over $9 million. 
Massachusetts also transferred $12.8 million of Recovery Act highway 
funding that was subject to the 50 percent rule for the i20-day 
redistribution from FHWA to the Federal Transit Administration. 
According to FHWA guidance, once transferred, these ftmds are no longer 
subject to the 50 percent obligation requirement. “ 

Massachusetts will be able to expend most of its apportioned funds in 3 
years because it has made it a priority to select projects that could begin in 
180 days and be completed within 2 years. The Recovery Act Coordinator 
for the Massachusetts Elxecutive Office of Transportation reported that, 
given that the first projects are predominantly resurfacing, most are likely 
to be completed within 2 years of award. The only project that will 
probably not be completed within 2 years is the Fall River-Freetown Route 
24 Interchange project which, because of its complexity, wiU likely take 
longer. 

As of June 25, 2009, Massachusetts obligated funds to three projects worth 
an estimated total of $80,619,327 located in the state’s only EDA. These 
projects include the Swansea project, a resurfacing project in Westport 
estimated to cost $6 million, and the $73.4 million F^l River development 
park project, of which $70.1 million is federal ftmds. This project supports 
an economic development project and includes construction of a new 
highway interchange on Route 24 and new access roadways to the 
proposed Fall River Executive Park The state has given priority to 
selecting Recovery Act projects in ED As but has also added its own 
criteria by selecting projects through its economic growth district 
initiative. Massachusetts has on^ one county — Bristol County — that is 
defined by section 301of the Public Works and Economic Development 
Act of 1965 as an EDA. Under its growth districts irutiative, the state has 
identified additional areas as being appropriate locations for significant 


‘^Generalb', FHWA has authoriQr pursuant to 23 U.S.C. § 104Ck)(i) to transfer ftmds made 
available for transit projects to Ae Federal Transit Adminislxation. 
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new commercial, resident!^ or mixed-use growth, as shown in figure 2. As 
they plan for the future, ofiicials report that they will look to select 
projects lliat will lever 2 ^e infrastructure development with new housing 
and building development, which in turn will create additional jobs. 


Figure 2: Federally-Designated EDA and State-Designated Growth Districts 
Targeted for Highway infrastructure Projects 



SourcM: GAO and y«is of Sureau of Ecenotnlc Anaiysio and Executivo Offic« e( Housing and Eeonoinie Dav«lopmsm (EOHC) Information; 
Cansus (map). 

As we reported in April 2009, Massachusetts submitted a "conditional” 
maintenance-of- effort certification, meaning that the certification was 
subject to conditions or assumptions, future legislative action, future 
revenues, or other conditions. Specifically, Massachusetts stated that it 
might have to make downward adjustments to the size of its capital 
investment plan if revenues did not meet current projections. On April 22, 
the U.S. Department of Transportation Secretary informed the states that 
conditional and explanatory certifications were not permitted, provided 
additional guidance, and gave the states the option of amending their 
certifications by May 22, 2009. Massachusetts resubmitted its certification 
on May 26, 2009. According to U.S. Department of Transportation officials, 
the department is reviewing Massachusetts’s resubmitted certification 
letter and has concluded that the form of the certification is consistent 
with the additional guidance. The department is currently evaluating 
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whether the states’ methc^ of calculating the amounts they planned to 
expend for the covered programs is in compliance with Department of 
Transportation guidance. 

Massachusetts transportation officials, however, expressed concern about 
the state’s ability to maintain its level of state e3q)enditures in light of its 
deteriorating fiscal situation. The commonwealth’s certification was based 
upon its $14.3 billion capital spending plan, which includes roughly $8.1 
billion in tran^ortation spending. Because the 5-year plan was developed 
before ttie full extent of the state’s woreening fiscal condition was known, 
the state felt compelled to add a disclaimer to their initial certification to 
explain why it may be unable to maintain planned levels of state spending 
over the course of the Recovery Act grant The commonwealth floats 
bonds to pay for capital projects. The state is concerned that as revenues 
continue to shrink, it may be unable to afford the full amount of the capital 
projects called for in its 5-year plan. 


Massachusetts 
Already Using State 
Fiscal Stabilization 
Funds 


The Recovery Act created a State Fiscal Stabilization FHind (SFSF) to be 
administered by the U.S. Department of Education (Education). SFSF 
provides funds to states to help avoid reductions in education and other 
essential public services. The initial award of SFSF funding requires each 
state to submit an iqjplication to Education that provides several 
assurances. 'These include assurances that the state will (1) meet 
maintenanceH^f- effort requirements (or it will be able to comply with 
waiver provisions) and (2) implement strategies to meet certain 
educational requirements, including increasing teacher effectiveness, 
addressing inequities in the distribution of highly qualified teachers, and 
improving the quality of state academic standards and assessments. 
Furthermore, the state applications must contain baseline data that 
demonstrate the state’s current status in each of the assurances. States 
must allocate 81.8 percent of their SFSF ftmds to support education 
(education stabilization funds) and must use the remaining 18.2 percent 
for public safety and other government services, which may include 
education (government services funds). After maintaining state support 
for education at fiscal year 2006 levels, the state must use education 
stabilization funds to restore state funding to the greater of fiscal year 2008 
or 2009 levels for state support to school districts or public Institutions of 
Higher Education (IHE). When distributing these funds to school districts, 
states must use their primary education funding formula but maintain 
discretion in how ftmds are allocated to public IHEs. In general, school 
districts maintain broad discretion in how they can use stabilization funds, 
but states have some ability to direct IHEs in how to use these ftmds. 
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In 2009, Massachusetts was allocated just over $994 million in SFSF. Of 
this amount, about $813 million, or about 82 percent, are for education 
stabilization funds, and $181 million, or about 18 percent, are for 
government services funds. The state will use about $466 million of the 
SFSF ftmds to restore elementary and secondary, and pubic higher 
education funding for 6scal year 2009 (which ended on June 30, 2009); has 
made plans for about $347 million for fecal year 2010 (which began on 
July 1, 2W)9); and will have about $181.5 milhon remaining, of which about 
$70.5 mUiion is for government services funds.® State officials explained 
that originally they did not intend to commit over three-fourths of the 
state’s SFSF allocation so soon and that they are keenly aware of the 
limited Recovery Act resources they wdl have available for the remainder 
of 2010 and 2011. 

As shown in figure 3, in March 2009, the Governor, as part of his fecal year 
2010 recovery plan, committed $168 nuUion to 166 school districts to help 
reduce teacher layoffs and program cuts in fecal year 2010, and $162 
million to public university and college campus budgets to help reduce 
layoffs, program cuts, and student fee hikes in fiscal year 2010. Later, the 
amount committed to public colleges and universities was decreased to 
$159 million. The Governor also announced plans to use ^proximately 
$20 million from the government services fund for public safety in fiscal 
year 2010, bringing proposed total SFSF spending for fecal year 2010 to 
$347 million. 


®The SFSF fiinds to restore puUic higher education funding for fiscal year 2009, about $64 
million, will be allocated to institutions of higher education in fiscal yejff 2010 for expenses 
incurred during that fiscal year. 
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Figure 3: Changes in Planned Uses of SFSF Funds for K-l 2 and Higher Education 
from Uanch 2(^ to May 2(M)9 

Dollars (in miffions) 

7m 



□ K-12for2009 

K-12 tor 2010 

Higher education tor 2009 
Hi^ef education tor 2010 
Bemaining funds 


Source: GAO analysts Massachussns Execvlwa Ottcs of Education data. 

Note: The Governor plans to use approximately $20 million from the government services fund for 
public safety in fiscal year 2010. 


In March 2009, Massachusetts had not planned on i^ing any of its SFSF 
funds for fiscal year 2009 for kindergarten to 12th grade (K-i2) education 
and had anticipated having $590 million remaining for use after jhscal year 
2010. However, since March, the state has altered its planned uses of SFSF 
funds for later years to include $412 million in spending for K-12 education 
for fiscal year 2009. This additional spending was prompted by fiirther 
declines in state revenues that forced the already cash-strapped stote in 
May to reduce its own fiscal year 2009 contributions to K-12 education by 
the same amount The state used $322 million in education stabilization 
funds and $90 million, or about half, of its government services funds to 
backfill these cuts. Ihese funds were available to school dbtricte in late 
June 2009. Officials from one school district said ttiey would use these 
funds to meet payroll for the last quarter of fiscal year 2009. 
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SBBF spending in ^10 is estimated to represent about 3 percent of the 
state’s spending cm K-12 education. The state’s total fiscal year 2010 
budget for K-12 education is projected to be $5.3 billion, of which about 
$896 million comes from non-Recovery Act feder^ spending. State 
officiate told us th^ given the state’s level of spending on K-12 education, 
they were not at risk of failing to meet the SFSF maintenanceof-effort 
requirement to maintain support for K-i2 at least at the level of such 
support in fiscal year 2006. State officiate told us that projected state K-12 
education spending far exceeds 2006 levels. However, this is not the case 
for hi^er education. Similar to K-12 education, states must maintain their 
higher education spending at least at fiscal year 2006 levels to meet the 
SFSF maintenance-of-effort requirement. Officials expired that current 
spending for hi^er education in Ma^achusetts is not far from the fiscal 
year 2006 levels. 

To ensure that the state would be eligible to receive S^SF ftinding, state 
officials indicated in their application that they would apply for a 
maintenance-of-effort waiver for higher education for fiscal year 2010. 
State officials want to use state education spending as a percent of total 
state revenue when compared with the preceding year to meet their 
maintenance-of-effort requirement for higher education, rather than as 
aggregate spending on a per ftdi-tmie equivalent student basis. State 
officiate showed in their SF^F application that proposed education 
spending — for both K-12 and hi^er education — ^for fiscal year 2010 as a 
percent of revenue, is slightly greater than in fiscal year 2009, even though 
actual spending will be less.** The state SFSF application was approved on 
May 27, 2009. 

In mid-May, education officials from the Boston Public Schools and the 
Lawrence Public Schools discussed with us their planned use of SFSF 


**The roaintenance-of-effoit waiver criterion for fiscal year 2010 is that the percentage of 
the total state revenues used to support public education for the fiscal year is at least as 
great as the percentage of the total state revenues used to support public education for 
fiscal year 20M. 
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ftmding for the last quarter of fiscal year 2009 and for fiscal year 2010. “ 
Officials fiom Lawrence Public Schools, with an enrollment of 
approximately 12,000 students, said that if they get SFSF funds in lieu of 
the state dollars they were expecting for fiscal year 2009, they also receive 
the SF^F fiscal year 2010 dollars that the Governor announced in March, 
and there are no additional cuts to state education funding, they will use 
the funds to help them maintain their current level of instruction, 
including avoiding some layoffs. Lawrence Public Schools officials said 
that the SFSF funds they hope to receive, $14.3 million for fiscal year 2009 
and $6.7 million for fiscal year 2010, would help them avoid a layoff of 123 
of the 2,000 staff members, including 90 teachers. According to Lawrence 
Public Schools officials, almost 100 percent of their budget comes from 
the state. These officials noted that some of the funds greater than those 
needed to meet contractual obligations will be used for capital 
improvements on several buildings over 100 years old. Officials from the 
Boston Public Schools, with an enrollment of nearly 56,000 students, said 
they were not expecting to receive any SFSF funding for fiscal year 2010 
because their education spending was already at the level set by the state’s 
primary funding formula. They said that the $23 million in SF^F they 
receive for fisc^ year 20(© will just replace the state’s shortfall, not 
allowing them to do anything differentiy than planned. 


ESEA Title I, Part A 
Education Funds 
Flowing to School 
Districts through 
Existing Mechanism 


The Recovery Act provides $10 billion in additional funds to help local 
education agencies (LEAs) educate disadvantaged youth by making 
additional fimds available under Title I, Part A of the Elementary and 
Secondary Education Act (ESEA) of 1965. The Recovery Act requires 
these additional funds to be distributed through states to LEAs using 
existing federal funding formulas. These formulas are based on factors 
such as the concentration of students from families living in poverty. A 
total of 258 of the state’s 391 school districts, regional technical vocational 
schools, and charter schools are eligible to receive these funds, to using 
the funds, local education agencies (LEA) are required to comply with 
current statutory and regulatory requirements. One of these requirements 


“We conducted site visits to the Boston Public Schools and the Lawrence Public School. 
We chase these districts based on estimated ESEA Title I allocations and the number of 
schools in improvement under ESEA requirements. In Massachusetts, schools and districts 
are identified for improvement when, for 2 or more consecutive years, they do not make 
adequate yearly prt^'ess toward meeting performance targets for English and/or math. 
Boston PuWic Schools is a l^e city school district with 102 schools in need of 
improvement. Lawrence Public Schools is a large suburban school distrirt; with 20 schools 
in need of iraprovemenL 
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is that an LEA may only receive ftmds for a fiscal year if per-student 
ftmding or the aggregate expenditures of the LEA and the state, with 
respect to the provision of free public education by fi\e LEIA for the 
preceding fiscal year, were not less than 90 percent of such ftmding for the 
second preceding fiscid year. LEAs must obligate 85 percent of its fiscal 
year 20^ ftmds (including Recovery Act ftmds) by September 30, 2010, 
unless granted a waiver, and all of their funds by September 30, 2011. The 
U.S. Department of EMucation (Education) is advising LEAs to use the 
ftmds in that wiU build their long-term capacity to serve 

disadvantaged youth, such as through providing professional development 
to teachers. Education also is encouraging LEAs to give particular 
consideration to early childhood education programs. 

Education allocated the fimt half of states’ ESEA Title I, Part A allocations 
on April 1, 2009, with Massachusetts receiving $81.8 million of its total 
$163 million allocation. In fiscal year 2009, Massachusetts’s regular ESEA 
Title I allocation was approximately $234 million. The state is expecting its 
regular allocation to be slightly more in fiscal year 2010, about $244 
million. According to state education officials, they view Recovery Act 
ESEA Title I funds as an addition to their regular ^location. 

LEAs began receiving ESEA Title I Recoveiy Act funds on July 1, 2009, and 
will continue to draw down ftmds as they incur allowable expenses. State 
officials required LEAs to submit an application prior to receipt of these 
ftmds. The state is using its usual administrative processes to make these 
funds available to LEAs. 

Both state and local officials talked about the Recovery Act’s goal of job 
preservation and creation. They explained that ESEA 11,116 1 ftmds are 
unlikely to generate new positions but may help with job retention for 
teachers and staff. State and Boston Public Schools officials suggested 
that there is tension between the Recovery Act’s goal of job creation and 
Education’s guidance to invest these one-time ftmds thoughtfully to 
minimize the “ftmding clifT that would occur once those ftmds are no 
longer available. Education officials said that ESEA Title I requirements 
are stringent, and funding can only be used for limited purposes. 
Massachusetts provided guidance to its LEAs, encouraging them to make 
strategic investments that will have an impact beyond fiscal year 2010 and 
fiscal year 2011, when Recovery Act ftmdtag is gone. State officials 
provided LEAs with a list of some of the ways a district could use its 
Recovery Act ftmds to make strategic investments, llie list included, 
among other tiungs, investing in licensure and career development, 
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dropout prevention, professional development, mid purchase of 
equipment. 

Officials from tlm Boston Public Schools, which is receiving $20.9 million 
from the first allocation of JBEIA Title I Recovery Act fimds, said that they 
will seek a waiver from Education to the ESEA Tide I supplemental 
educational services requirement Under ESEA Title I, supplemental 
educational services must be available to students in schools that have not 
met state targets for increasing student achievement (adeipate yearly 
progress) for 3 or more years. Boston education officials explained that 
they intend to use their regular ESEA Title I allocation for supplemental 
educational services,® but said they would like to use titeir R^oveiy Act 
fimds for benchmarking assessment, a student information system, and 
targeted upgrades of computer facilities for teacher and student use. 
According to Boston education officials, these investments can positively 
impact the learning of students districtwide, unlike supplementei 
educational services that tend to benefit individual students. 


State Officials 
Required Submission 
of Application for 
Receipt of Recovery 
Act IDEA Parts B and 
C Funds 


The Recovery Act provides supplemental ftmding for programs authorized 
by Parts B and C of the Individuals with Disabilities Education Act GDEA), 
the major federal statute that supports special education and related 
services for infants, toddlers, children, and youth with disabilities. Part B 
provides funding to ensure preschool and school-aged children with 
disabilities have access to a free and appropriate public education, and 
Part C programs provide early intervention and rdated services for infants 
and toddlers with disabilities or at risk of developing a disability and their 
families. IDEA fimds are allocated to states through three grants — Part B 
preschool age, Part B school age, and Part C ^ants for Infants and 
families. States were not required to submit an application to Education in 
order to receive the initial Recovery Act funding for IDEA, Parts B and C 
(50 percent of the total IDEA fimding provided in the Recovery Act). 

States will receive the remaining 50 percent by September 30, 2009, after 
submitting information to Education addressing how they will meet 
Recovery Act accountability and reporting requirements. All IDEA 


term "supplemental educationai services’* means tutoring and other suj^iemental 
wademic enridiment services that are in addition to utstmction provided during the school 
day, which are spedftcally designed to increase ttie academic achievement of eligible 
students as measured by the state's assessment system and enable these children to at^in 
proficiency in meeting state academic achievement standards. 
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Recovery Act ftinds must be used in accordance with IDEA statutory and 
regulatory requirements. Included in these are the following: 

• a maintenance-of-effort requirement that state and local expenditures 
for special education not below those of the previous fiscal year; 
and 

• a requirement that Part B funds supplement, rather thmi supplant, 
state and local funding. 

Education allocated the first half of the states’ IDEA allocations on April 1, 
2009, with Massachusetts receiving a total allocation of about $149 million 
for all IDEA programs. The largest share of IDEA funding is for the Part B 
school-aged program for children and youth. The state’s initial allocation 
was 


• $5. 1 million for Part B preschool grants, 

• $140.3 million for Part B grants to states for school-aged children and 
youth, and 

• $3.7 million for Part C grants for infants and families for early 
intervention services. 

Seven LEAs received IDEA Part B funds in early June to make up for 
funding cuts at the local level As of July 2009, the remaining LEAs with 
approved applications can begin receiving funds and can continue to do so 
as needed. 

The state required its LEAs to submit applications to the state for IDEA 
Part B funds. As part of the application for grants for school-£^ed children 
and youth, LEAs had to specify how they planned to use at least 60 percent 
of their totd fiscal year 2010 Recovery Act Part B allocation to assist 
students with disabilities and advance education reform in fotir areas: (1) 
educator quality and effectiveness, (2) enhanced systems and programs for 
students with disabilities and tlieir families, (3) assessment and data 
systems, and (4) college and career readiness. The state suggested that no 
more than 50 percent of the remaining total allocation be used for 
recovery purposes to sustain and support existing special education 
progimns and to advance short-term economic goals by spending quickly 
to save jobs and improve student achievement. 

State officials said they provided guidance related to IDEA Part B 
mainten^ce-of-effort requirements, consistent with their understanding, 
to LEAs through presentations around the state and postings on their Web 
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site. However, Boston Riblic Schools officials still had questior^. Officials 
from the Boston Public Schools, which received an initial allocation of 
$10 million in IDEIA Recovery Act funds, want additional guidance from 
Educatton. Specifically, Boston school officials want guidance on the 
impact reserving fimds for prereferral to special education interventions 
will have on the requirement that Part B funds supplement, rather than 
supplant state and local funding. 

Boston Public Schools officials said they plan to use their initial Recovery 
Act IDEA funds to invest in some positions, prereferral to special 
education interventions, autism technology and training, and expansion of 
inclusion activities. According to Boston officials, they want to decrease 
the number of students who are referred to special education. Currently, 
the Boston Public Schools has a 20 percent referral rate to special 
education. Also, officials said they wmit to provide more and better 
services to those students who need special education services. For 
example, Boston officials said that they cannot provide the full range of 
services that autistic children might need. Through purchasing technology 
and traiiung staff, they might be able to provide services to more autistic 
children. 

Officials from the Lawrence Public Schools, which received an initial 
allocation of $2.4 miDion in IDEA Recovery Act funds, said they are 
comfortable with the guidance they received from state officials and 
Education. Lawrence officials said they are considering several ways to 
use their initiai aUocation, including professional development and the 
purchase of alternative instructional models. According to Lawrence 
officials, by building the capacity of all teachers, they anticipate that they 
may reduce the need for special education services. 


Massachusetts Using 
WIA Youth Funds to 
Create Summer 
Employment 
Opportunities within 
Targeted 
Municipalities 


The Recovery Act provides an additional $1.2 billion in funds nationwide 
for the Workforce Investment Act (WIA) Youth program to facilitate the 
employment and training of youth. The WIA Youth program is designed to 
provide low income in-school and out-of-school youth age 14 to 21, who 
have additional barriers to success, with services that lead to educational 
achievement and successfiil employment, among ofrier goals. The 
Recovery Act extended eligibility through age 24 for youth receiving 
services funded by the act. In addition, the Recovery Act provided that, of 
the WIA Youth performance measures, only the work-readiness measure is 
required to assess the effectiveness of summer only employment for youth 
served with Recovery Act funds. Within the parameters set forth in federal 
agency guidance, local areas may determine the methodology for 
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measuring woric remimess gains. The program is administered by the U.S. 
Department of Labor and funds are distributed to states based upon a 
statutoiy formula; states, in turn, distribute at least 86 percent of the ftmds 
to local areas, reserving up to 15 percent for statewide activities. The local 
areas, through their local workforce investment boards, have flexibility to 
decide how they will use these funds to provide required services. In the 
conference report accompanying the bill which became the Recoveiy 
Act,^ the conferees stated that they were particularly interested in states 
using these funds to create summer employment opportunities for youth. 
Summer employment may include any set of allowable WIA Youth 
activities — such as tutoring and study skilis training, occupational skills 
training, and supportive services — as long as it also includes a work 
experience component. Work experience may be provided at public 
sector, private sector, or nonprofit work sites. The worksites must meet 
safety guidelines and federal and state wage !aws.“ 

The Executive Office of Labor and Workforce Development (EOLWD) 
oversees the WIA Youth program in Massachusetts, along with other 
workforce-related programs such as the unemployment insurance, 
workforce development, and employment service programs. The state is 
divided into 16 local workforce investment areas, each with its own 
workforce investment board, which oversees the WIA Youth program, as 
well as other employment and training programs. At the state level, 
EOLWD contracts the oversight, technical assistance and monitoring of 
WIA services to the Commonwealth Coiporation-a quasi public agency 
created by the State Legislature. Financial contracts for WIA Youth 
funding are issued through a state contracting process that includes all 
United States Department of Labor Employment and Training 
Administration resources that is managed by EOLWD’s Department of 
Workforce Development Division of Career Services. The state 
develops guidance that is disseminated through the Commonwealth 
Corporation to the local boards. Each board then manages its WIA 
programs directly or procures a third party to manage the programs. 


“H.R. C«if. Rep. No. 1 1 1-16, at 448 (2009). 

^Current federal wage law specifies a minimum wage of $6.56 per hour until July 24, 2009, 
when it bwomes $7.25 per hour. Where federal and state law have different minimum wage 
rates, the higher standard applies. The Massachusetts minimum w£^e rate is $8.00 per hour. 
Mass. Gen. Laws ch. 151, § 1 
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Massachusetts Is 
Leveraging Recovery Act 
Dollars to Expand Summer 
Youth Services 


EOLWD allocated $21,112,332 of the $24,838,038 WIA Youth Recovery Act 
funds to the 16 workforce investment areas within the state. EOLWD 
officMs stated that they have instructed the local boards to spend the 
msgority of their Recovery Act funds, at least 60 percent, by September 30, 
2009, and the remainder of the funds by September 2010, with the goal of 
rapidly stimulating the economy. As of June 23, 2009, about $728,000 (3 
percent) of the $24.8 million in WIA Youth Recovery Act money has been 
expended in total. The two local boards we visited, the Central 
Massachusetts Workforce Investment Board in Worcester and the Lower 
Merrimack Workforce Investment Board in Lawrence, were allocated 
about $2.0 million and $1.5 million in WIA Youth Recovery Act money, 
respectively. The Central Massachusetts Board has spent about $346,000 — 
about 18 percent of their total WIA Youth Recovery Act Funds as of June 
23, 2(K)9, while the Lower Merrimack Valley Board has spent about 
$54,000 — about 4 percent as of June 23, 2009. Officials from both boards 
stated that these expenditures were for planning and administration 
activities to get their summer programs operational. 


EOLWD has proposed recommendations on how to use the 15 percent 
WIA Youth state set-aside ftmds. Officials stated that a portion of Ihe funds 
will go to the Commonwealth Corporation for monitoring local board 
activities. Ihe Commonwealth Corporation plans to use these funds to 
hire additional staff to assist with its monitoring. The state has used some 
of these fiinds to develop an eligibility guidance tool for state agencies and 
local boards and to provide a series of eligibility and workplace safety 
trainings. 

According to State officials, WIA Youth Recovery Act dollars wiU be used 
to fund summer programs in all cities and towns® in all 16 workforce 
investment areas. The programs will serve about 6,500 eligible youth this 
summer, with each youth working an estimated 30 hours per week for 8 
weeks at the rate of $8 per hour. In total, the Governor’s Office plans to 
create about 10,000 summer jobs for youth in 60 communities across the 
state by lever^ing and coordinating $21.1 million in Recovery Act WIA 
Youth funds, $3.1 million in Recovery Act Edward Byrne Memorial Justice 
Assistance Grant (JAG) funds provided to the state Executive Office of 
Public Safety and Security, and $6.7 million in state funded Youthworks 


®In state fiscal year 2008, 14 the 16 local workforce boards operated Youthworks 
sununer pro^iams in 25 cities. 
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program.” The Governor stated that this approach will maxiinize state and 
federal resources, increase the number of jobs for young people, and 
expand services for youth up to age 24.“ It is proposed ^at the JAG 
fonding will create new summer jobs programs in 35 cities md towns that 
previously did not have summer programs. The state funded Youthworks 
program will target 25 cities and towns in the state and only serves young 
people from these communities. 

The Centra Massachusetts Board plans to use their WIA Youth Recovery 
Act money to serve 500 youth® in three local regions by offering youth 
work experience combined with training. The board has put out a request 
for proposal for these opportunities. Local officials will match the youth 
with the different opportunities proposed by providers. It has contracted 
out the administration of its WIA Youth funds to the Worcester 
Community Action Council, Inc., which will conduct youth outreach, 
compile youth applications, and provide completed ^plications to the 
board for enrollment. 

The Lower Merrimack Board plans to use their WIA Youth Recovery Act 
money to serve 700 youth by offering them either work experience or 
work experience combined with training, and has put out a request for 
proposal for these opportunities.® Local officials stated that an example of 
work experience combined with training would be a program that employs 
the youth for part of the day (such as a basketball coach at a Boys and 
Girls Club), and then provides the youth a learning opportunity (such as 


”For state fiscal year 2008, the state served 3,827 youth (130 percent of their target goal for 
youth served) through the state Summer Youthworks program with $6,660,334 in funding 
and 433 youth (162 percent of their target goal for youth served) throu^ the state 
Youthworks Year-Round program with $689,665 in funding. 

“The Recovery Act extended eligibility through age 24 for youth receiving services funded 
by the Recovery Act For state fiscal year 2010, the state funded Youthworks program will 
provide employment opportunities to youth ages 14 to 21 that are from frunilies that are 
below 200 percent of the federal poverty level and placed at risk by one or more risk 
factors. 

“in state fiscal year 2008, the Central Massachusetts Board served 387 youth (139 percent 
of tiieir target goal for youth served) through the state Summer Youthworks program with 
$533,081 in funding. For state fiscal year 2009, the board plans to serve ^ additional 300 
youth through the state-funded Youthworte program in the City of Worcester. 

®In state fiscal year 2008, the Lower Merrimack Board served 197 youth (113 percent of 
their target goal for youth served) through the state Summer Youthworks program with 
$336,655 in fiinding. For state fiscal year 2009, the board plans to serve an additional 206 
youth through the state-funded You^works program. 
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academic faitoring) for ttte ofJier part of the day. The board worte witti the 
Valley Works One-^jp career center to operate the youth summer 
progrsun and with die Division of Grants Administration, a division of the 
city of Lawrence, to administer the youth summer program and intends to 
target some older youth.®* As of June 26, 2009, the board has 315 
completed applications few Uie WIA Youth summer program and should 
meet its goal of 700 youth with the ^qjplications it has in progress.^ Youth 
will actually 1^ enrolled on the first day of the program, July 6, 2009. 


WIA Youth Program 
Operation Presents 
Challenges 


State officials expressed concern regarding the documentation 
requirements for youth to qualify for the WIA Youth progr^n, particularly 
as compared to the requirements of their state funded Summer 
Youthworks program for state fiscal year 2010. The WIA Youth program’s 
documentjUion requirements are more restrictive than the state- 
administered program, impacting the ease with which youth can document 
their eligibility. For example, youth entering the state program can 
demonstrate their financial eligibility if they receive benefits from the 
federal fr^ lunch program. In contrast, to obtain WIA Youth services, 
youth must produce documentation such as a gross w^es and s^aiy 
statement. 

State and local officials also stated that the accelerated time frames to 
enroll youth in the program while still meeting all of the Recovery Act 
provisions is challenging. State officials also expressed a concern that the 
two workforce investment boards that do not run summer programs 
through the state funded Youthworks program may face challenges in 
starting new programs.® State officials told us that they plan to conduct 
more oversi^t of these two Boards. Finally, officials from (me board we 
visited stated that it will be logisticaJly challenging for tiiem to deliver and 
collect weekly timesheets from the numerous youth in the program. 


®*The bo^ is tar^etiiig youUi who may also be cjarently classified as a dislocated worker 
and receiving unemploynient insurance. For these youth to join the summer program, they 
would have to forgo their unemployment insurance benefits. 

®11iere are 292 applicatiorffi awaiting only a work permit, and anther 308 applications 
require die youth to participate in orientation and submit documents requesting a work 
request, 

^Fourteen of the 16 loc^ boards ran a stand-alone summer youth empioyment program in 
2(»8. Although WIA Youth requires a summer component in its year-round program, it does 
not provide for a stand-alone summer program. Smaller WIA boards do not typically run 
stand-alone programs. 
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Officials from both local boards we visited stated that they had very little 
time between when they were allocated the grant and when the first youth 
are expected to begin the program. Moreover, the Lower Merrimack Board 
had to quickly ramp up to hire and trmn staff to administer the WIA Youth 
summer program, and it faced logistical issues with securing the physical 
space for staff to work. Officials from this board also stated that they were 
surprised that some providers they had worked with in the past did not 
submit proposals for work experiences combined with a training 
component this year. For example, the Learning for Life program within 
the Haverhill Public Schools has submitted proposals in prior years but did 
not submit a proposal this year.®^ 

Since the youth participating in WIA summer youUt employment activities 
wall be subsidized by Recovery Act funds, the state has instructed local 
areas to take precautions regarding worksite placements to ensure that 
WIA Youth-funded work experiences do not unfavorably impact current 
employees or replace the work of employees who have experienced a 
layoff. State guidance specifies that WIA Youth-funded work experiences 
are to increase the work-readiness skills of youth and are not designed to 
enhance the profit margin of a company. For example, officials at the 
Lower Merrimack Board told us that they are working with one 
municipality and a local union to ensure that the WIA Youth funded 
summer positions are not supplanting municipal jobs. 


Massachusetts Has 
Proposed Priority 
Areas for Edward 
Byrne Memorial 
Justice Assistance 
Grant Funding 


The Edward Byrne Memorial Justice Assistance Grant (JAG) Program 
within file Department of Justice’s Bureau of Justice Assistance (BJA) 
provides federal grants to state and local governments for law 
enforcement and other criminal justice activities, such as crime prevention 
and domestic violence programs, corrections, treatment, justice 
information sharing initiatives, and victims’ services. Under the Recovery 
Act, an additional $2 billion in grants are available to state and local 
governments for such activities, using the rules and structure of the 
existing JAG progrsuTt The level of funding is formula-based and is 
determined by a combination of crime and population statistics. Using this 
formula, 60 percent of a state’s JAG allocation is awarded by BJA directly 
to the state, which must in turn allocate a formula-based share of those 


^Previous Learning for life proposals were to serve in-school youth with both an education 
component for a portion of the day — such as classroom learning, as well as a work 
activity — such as working in the Haverhill City Hall Caf4. 
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funds to local governments. The remaining 40 percent of funds is awarded 
directly by BJA to eligible units of local government witiiin the state.® The 
total JAG allocation for Massachusetts state and local governments under 
the Recovery Ad; is about $40.8 million, a significant increase fix)m its 
previous fiscal year 2008 allocation of about $3.1 miliion. JAG ftmds going 
directly to the state government are expected to total approximately $25 
million, consistent Mdth die Recovery Act’s allocation formula, while 
Massachusetts cities and towns will receive about $15.7 miliion directly in 
funds. Of JAG binds going to the Massachusetts state government, most 
(about $13.6 million) is planned to be used to supplement current state 
public safety programs and retain jobs and support core services.® These 
state-run programs have been generating deficits from their state- 
supported funds. In addition, state government officials plan to use about 
$5.9 million to support local law enforcement agencies across the state 
whose operations have been adversely afrected by state and local budget 
conditions, while a portion, about $3. 1 million, will be used to supplement 
an annual summer jobs program targeted to at-risk youth administered by 
workforce investment boards throughout the state. For the $5.9 million 
planned to support local law enforcement agencies, the state is 
esteblishing grant criteria and awaiting project proposals from cities and 
towns. The remainder of fiinds (approximately $2.4 million) are planned 
for state JAG administration. 

Even though BJA ^proved the state’s application, Massachusetts was not 
to obligate, expend, or draw down JAG funds xmtil the state resolved 
special conditions specified in BJA’s grant approval letter, such as 
addressing outstanding audit report findings. According to state officials, 
one audit found that federal grant funds had been allocated to the wrong 
state agency; however, these o^cials noted that this finding was 
addressed by reallocating these funds to the correct state agency. State 
officials told us that they subsequently submitted document^on to BJA to 
address these conditions. According to state officials, as of June 2, 2009, 
these special conditions were met, and the state subsequently received 
notice that BJA £q)proved the state’s grant and lifted all conditions. State 


®We did not review these funds awarded directly to local governments in tiiis report 
because the Bureau of Justice Assistance’s solicitation for local goverrunente closed on 
June 17. 

®As of June 18, 2009, $12.7 million has been allocated for the Massachusetts Department of 
Correction (MADOC) for medical, dental, and mental health services for those incarcerated 
byMADOC. 
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officials say that funds will be available for use for the WIA Youth program 
after officials from the Executive Offices of Public Safety and Security and 
Labor and Workforce Development sign an interagency agreement and the 
Office of the State Comptroller processes the necessary paperwork. 


Massachusetts 
Receiving Large 
Influx of Recoveiy 
Act Weatherization 
Funds with Plans to 
Begin Weatherizing 
Housing Units July 
2009 


Ihe Recovery Act appropriated $5 billion for the Weatherization 
Assistance Program, administered by the U.S. Department of Energy 
(DOE) through each of the states and the District of Columbia.®’ This 
funding is a significant addition to the annual appropriations for the 
weatherization program that have been about $225 million per year in 
recent years. The program is designed to reduce the utility bills of low- 
income households by making long-term, energy-efficiency improvements 
to homes by, for example, installing insulation, sealing leaks around doors 
and windows, or modernizing heating equipment and air circulating fans. 
During the past 32 years, (he Weatherization Assistance Program has 
assisted more than 6.2 million low-income families. According to DOE, by 
reducing the utility bills of low-income households instead of offering aid, 
the Weatherization Assistance Program reduces their dependency by 
allowing these funds to be spent on more pressing family needs. 

DOE allocates weatherization ftmds among the states and the District of 
Columbia, using a fonnula based on low-income households, climate 
conditions, and residential energy expenditures by low-income 
households. DOE required each state to submit an application as a basis 
for providing the first 10 percent of Recovery Act allocation. DOE will 
provide the next 40 percent of funds to a state once the department has 
^proved its state plan, which outlines, among other things, its plans for 
using the weatherization funds and for monitoring and measuring 
performance. DOE plans to release the final 50 percent of the funding to 
each state based on the department’s progress reviews examining each 
state’s performance in spending its first 50 percent of the funds and the 
state’s compliance with the Recovery Act’s reporting and other 
requirements. 


In Massachusetts, a network of 12 community-based organizations 
operates the Weatherization Assistance Program under contract within the 


^’DOE also allocates funds to American Samoa, the Commonwealth of Puerto Rico, the 
Commonwealth of the Northern Mariana Islands, Guam, the Virgin Islands, the Navajo 
Indian tribe, and U\e Northern Arapahoe Indian tribe. 
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state’s Depstttment of Housing and Community Development (DHCD). The 
Conununity Services Unit within DHCD has administrative, programmatic, 
mid fiscal OTCisght of the program. Mas^chusetts expects to receive 
about $122 nuilion in Recovery Act ftinds over a 3-year period. This 
repiesents a significant fiinding increase over prior weatherization 
program funding. For example, Massachusetts received $6.5 million and 
$ 1 1 .7 million in fiscal years 2008 and 2009, respectively. After applying for 
binding on March 23, 20(^, Massachusetts received approximately 10 
percent, or o\^r $12 million, of their Recovery Act binds for 
weatherizadon on April 3, 2009. In an April 2, 2009, e-mail from a DOE 
program manager, Massachusetts was advfeed that these funds could be 
spent on development of the state Recovery Act plan for weatherization 
required by DOE, application package, and other activities such as 
training. “ Massachusetts, however, has not used this initial allocation, but 
rather used DOE fiscal year 2009 weatherization binds to fund expenses 
related to the development of the state plan, application package, and 
other activities (as well as weatherization activities). According to state 
officials, they plan to begin dispersing the Recovery Act funds at the 
beginning of the state’s fiscal year 2010, which is on July 1, 2009. 

According to a DHCD official, the 10 percent already received and the 40 
percent that the state will receive upon plan approval will be used for the 
same purpose — completion of weatherization work and related expenses 
in accordance with the approved state plan. Massachusetts submitted its 
Recovery Act weatherization plan to DOE for review and aj^roval on May 
1 1 , 2009. Because DOE has yet to approve its state plan, Massachusetts is 
not yet authorized to obligate any of the Recoveiy Act funds provided by 
DOE.“ 

Once the state plan is approved by DOE, DHCD wiU issue contracts to its 
local subgrantees and have the contracts go through the state’s accounting 
system. After contracts are in place, DHCD expects that obligations and 


^®These were in accordance with Weatherization Program Notice 09-lB, Grant Guidance to 
Administer the American Recovery and Reinvestment Act of 2009 Funding, and applicable 
regulations. In additicm, this e-mail advised that no Recovery Act ftmds could be used for 
production until DOE approval of state Recoveiy Act plana. However, on June 9, 21X39, DOE 
issued revised guidance lifting this limitation to allow states to provide funds for 
production activities to local agencies that previous provided services and are included in 
state Recovwy Act plans. 

®Accordjng to officials, they are awaiting guidance from the U.S. Department of Energy on 
Davls-Bacon wage rates. 
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expenditures at the local agencies will move quick^. Expected uses of 
these funds are described below. 

Table 2: Massachusetts Planned Use of Recovery Act Weatherization Funds 

Weatherization 

Estimated 


funds* 

units 

Activity 

$86,139,495 

12,157 

Weatherization services using existing weatherization network (Community Action 
Agencies and Housing Assistance Corporaticwi) 

25,000,000 

3,846 

Weatherization of state-owned public housing 

6,000,000 

923 

Weatherization of expiring use/preservation properties* 

1,000,000 

N/A 

Development of Massachusetts Clean Energy Center* 


Sourc«: State Plan: 2009 Amefican Recovery and Reinvesttrtent Act Wsalherization Assistance Program for Low lry:ome PerscKts, 
CoitimonwealHt of Massachusetts. Oepaitment of Hous^ and Commurtity Development. 

*rh8 remainder of the $1 22,077.457 allocation will be used for the administrative budget of the 
Massachusetts weatheiization program ($2,690,056) and for other training and technical assistance 
activities ($1 ,247.906) other than the development of the Clean Energy Center. 

This is property where owners Cctn convert to market-rate properties after a spedfic passage of time 
or when contractual obligations expire. The effort to keep these eigsiting use properties affordable is 
called affordable housing preservation. 

‘The Massachusetts Executive Office of Energy and Environmental Affairs plans to develop a training 
center to develop and maintain workforce and career training for energy efficiency and building 
science in Massachusetts. 

DHCD ofQciaJs began preparing for the large influx of weatherization 
funds by holding meetings in November 2008 with local agencies and 
utility program providers, asking them, for example, to hire additional 
adininistrative staff and energy auditors, as weU as to recruit and train 
additional weatherization contractors." To reach the state’s 
weatherization goals under the Recovery Act, the state originally planned 
an increase in the number of energy au^tors from 42 to approximately 72 
and the number of contractors from 60 to about 125 (subsequent^ revised 
to 100).^' The state is currently using 2009 existing weatherization program 
funds to strengthen its ability to train new-hires to the weatherization 
workforce. For example, in March 2009, the training process began for 


"Energy auditors perform inspections of energy, health, and safety concerns of homes 
after households are determined eligible for weatherization services. 

“As of June 25, 2009, the hiring goal for energy auditors had been reached with the need foi 
weatherization contractors amended to a total of 100. With 18 new weatherization 
contractors, the state notes thru an additional 22 need to be brought under contract to meet 
their revised totaL 
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over 25 new enei^ auditors with a statewide workshop,® and the 
department expects an or^oing focus on training and techrucal assistance 
activities not onty for energy auditors, but also for private sector 
contractors.® According to DHCD officials, they received comprehensive 
verbal guidance from DOE on such issues as development of and timelines 
for the Recovery Act state weatherization plan, grant application 
procedures, reporting requirements, and training plans for the 
weatherization workforce. 

DHCD officials said that their biggest concern about Recovery Act fimds 
for weatherization relates to the need for direction from DOE on applying 
Davis-Bacon w^e rates. They noted that their ability to weatherize 
housing units with Recovery Act hinds is contingent on receiving direction 
regarding requirements for wages as well as instructions for 
implementation. Officials said they have requested training related to 
requirements in the Davis-Bacon Act. Another concern is spending 
Recovery Act money quickly and effectively, while maintaining the quality 
of work. They also expressed concern about turnover among crew 
members for private sector contractors. They said this might be relatively 
high due to such factors as outside work in extreme temperatures or 
inside work in restricted areas such as attics and crawlspaces. 


®The training was focused ot such issues as how the weaflterization program works in 
Massachusetts; the expectation for energy auditors who are essenttaifr job-site 
coordinators working with the weatherization program contractor; qualiQr assurance 
requirements; the importance of accurate measurements; healA and safely concerns, 
requirements, and testing the use of special instrumentation; identifring thermal and air 
barriers; attic and sidewall insulation; and heating system identification, combustion, and 
safety testmg. Most of these auditors were expected to be certified through DHCD’s Enei^ 
Auditor Certification process by June 2009. 

®This is in response to increased fimdii^ from both the Recovery Act as well as the 2009 
weatherization program grant in addition to increased low-income rate payer utility 
efficiency program funding. 
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Local Housing 
Agencies Receive 
Capital Formula 
Grants 


The Public Housing Capital Fund provides formula-based grant binds 
directly to public housing agencies to improve the physical condition of 
their properties for the development, financing, and modernization of 
public housing developments, and for man^ement improvements.*^ The 
Recovery Act requires the U.S. Department of Housing and Urban 
Development (HUD) to allocate $3 billion through the Public Housing 
Capital Fund to public housing agencies using the same formula for 
amounts made available in fiscal year 2008. Recovery Act requirements 
specify that public housing agencies must obligate binds within 1 year of 
the date they are made available to public housing agencies, expend at 
least 60 percent of funds within 2 years of that date, and expend 100 
percent of the bmds within 3 years of that date. Public housing agencies 
are expected to give priority to projects that can award contracts based on 
bids within 120 days from the date the funds m'e made available, as well as 
projects that rehabilitate vacant units, or ttiose already under way or 
included in the required 5-year Capital Fund plans. HUD is also required to 
award $1 billion to housing agencies based on competition for priorify 
investments, including investments that leverage private sector binding or 
financing for renovatioi^ and energy conservation retrofit investments. On 
May 7, 2009, HUD issued its Notice of Funding Availability (NOFA) that 
describes the competitive process, criteria for ^plications, and time 
frames for submitting applications.*^ 


**Public housing agencies receive money directly from die federal government (HUD). 
Funds awarded to the public housing agencies do not pass throu^ the state budget 

*^HUD released a revised NOFA for competitive awards on June 3, 2009. The revision 
included changes and clanficatiore to the criteria and timeframes for application, and to 
funding limits. 
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Figure 4: Percent of Public Housing Capital Funds Allocated by HUD That Have Been Obligated and Drawn Ektvm in 
Massachusetts 


Funds obligated by HUD 



$81,886,976 


Funds obligated 
by public housing agencies 


3.8% 



Funds drawn down 
by public housing agencies 


0.4% 




Entenng Into agreements for funds 
Obligating funds 
Oravring down funds 


mmm e 


Source: GAO anatysis of HUO Oats. 


As described m figure 4, in Massachusetts, ail 68 public housing agencies 
eligible for Recoveiy Act formula grant awards received a total of 
$81,886,976 from the Public Housing Capital Fund formula grant awards." 
As of June 20, 2009, $3,091,247 (3.8 percent) of the total amount had been 
obligated by 20 Massachusetts public housing agencies and $309,327.23 (.4 
percent) had been drawn down or expended by 6 Massachusetts public 
housing agencies. 


We visited the Boston Housing Authority and the Revere Housing 
Authority in Massachusetts for site visits related to their use of Capita! 
Fund formula grants totaling $33,653,805. We selected the Boston Housing 
Authority because it received the largest capital fund grant allocation in 
Massachusetts and selected the Revere Housing Authority because it was 


"individuai awards ranged from $13,311 for the Hanson Housing Authority to over $33 
million for the Boston Housing Authority. 
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designated as “troubled” by HUD several yeais ago/^ Their grants were 
awarded on the basis of the Capital Fund formula used for awards made in 
fiscal year 2008 and computed based on data on buildings and units 
reported to HUD as of September 30 of the prior fiscal year.^ 

Officiate at the Boston Hoiking Authority, which was allocated 
$33,329,733, met weekly for several months to select projects in light of 
Recovery Act priorities. Of the 1 6 projects finally selected, 1 1 of those 
were part of the 5-year capital plan and the remaining four selected on the 
basis of needs identified outside S-yem’ capital plans. The 15 projects did 
not address the Recovery Act requirement that housing agencies give 
priority to projects that can award contracts based on bids within 120 da;^ 
from the date the funds m-e made available. Boston Housing Authority 
officials had determined that awarding construction contracts of any size 
or complexity based on a fair public bidding process within 120 days with 
no prior notice would be highly unlikely. For example, state building code 
requirements, they said, require that a registered architect or engineer 
complete the design phase of a project before notice can be given to 
potential bidders." According to Boston Housing Authority officials, while 
there were other projects with a completed design phase and which were 
ready to bid, these had reached that stage because funding other than 
Recovery Act monies had already been allocated and budgeted for those 
projects. Officials believed that to change the fimding for these projects to 
Recovery Act funding would violate the Recovery Act prohibition on 
supplanting funds. In addition, since Boston Housing Authority officials 
stated that they do not have vacant units beyond vacancies from normal 
turnover, the Recovery Act priority for rehabilitation of vacant units was 
inapplicable. 

For the 15 projects selected, the Boston Housing Authority plans to use all 
$33 million of its grant allocation for these projects which serve 5,090 
units with completion of all projects expected by the end of 2011. These 
projects range fixim redevelopment to bathroom and plumbing system 
replacements, boiler replacements, roof replacements, and adding security 


January 31, 2007, the housing authority’s progress in addressing issues leading to this 
designation led HUD to remove the authority from a “troubled” status. 

"Each public housing authority's amount from the C^tal Fund formxila is the average of 
Ute public housing authori^’s share of existing modernization need mtd its share of accrual 
need (by which method each share is weighted 50 percent). 24 C.F.R. § 905.10. 

CMR 116.0 of the Massachusetts State Building Code. 
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features to elevators and lobbies at multiple locations. As of June 30, 2009, 
Recovery Act fiinds had not been drawn down to pay for any of the 15 
projects. 

One example of a current, already-planned, project that the Boston 
Housing Auihori^ determined as benefiting from additional fimding from 
the Recovery Act is bathroom modernization of 152 units at Maiy Ellen 
McCormack, a public housing development in South Boston. This project 
began in February 2009 with an estimated completion date of June 201 1 . 
Using $3,976,000 in Recovery Act funding, this project will involve the 
complete replacement of all bathroom plumbing and waste lines, paint, 
tile, lighting, and electrical fixtures, and the installation of new venting. 

The Revere Housing Authority decided Recovery Act funds would be used 
for one project — installing energy-efficient windows in a lOO-unit housing 
project Revere officials identified this project on the basis of needs which 
emerged after their initial capital planning process, and then included this 
project upon resubmission of their coital plan after the pass^e of the 
Recoveiy Act To date, officials in Revere have contracted with an 
architectural firm to perform the following functions: of current 

window conditions, design of new windows, administering the bidding 
process, reviewing bid submissions, contract administration, and closeout 
of the contract. While $22,^ was obligated by the Revere Housing 
Authority as of June 2, 2009, they have not drawn down any funds as of 
June 30, 2009, but will do so once invoices are received. The project is 
estimated to be completed in March 2010. 

Another major component of HUD Recovery Act funding for federal public 
housing is the competitive grants program, with $1 billion available 
nationally for projects characterized by priority public housing 
investments intended to leverage private sector ftmds for renovations and 
energy conservation. The Boston Housing authority has begun to compile 
a list of proposed projects and officials told us they planned to apply for 
this funding. A Revere official noted that they will apply in the future. 

Neither the Boston Housing Authority nor the Revere Housing Authority 
described challenges in accessing funds. In terms of meeting accelerated 
time frames, Boston Housing Authority officials described the tension 
between spending Recovery Act funds as effectively as they can while 
getting the funding out in an expeditious fashion. When asked about the 
Recovery Act requirement related to the application of prevailing wage 
rates, officials in Revere indicated ffiat they are used to meeting Davis- 
Bacon requirements and view meeting these wage levels as a seamless 
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part of their contractual agreements with workers. “ Boston officials also 
mentioned that they are accustomed to working with Davis-Bacon 
requirements. 


Massachusetts Takes 
Steps to Oversee and 
Safeguard Recovery 
Act Funds 


Central Government 
Entities and State Agencies 
Have Taken Steps to 
Provide Oversight of 
Recovery Act Funds 


Three state organizations — the State Comptroller’s Office, the Office of 
Infrastructure Investment, and the Governor’s Office — ^have all led focused 
efforts to ensure that i^ency internal control activities are sufficient for 
managing and overseeing Recovery Act fiinds. 'The Comptroller’s Office is 
working with state ^encies to determine whether they need to establish 
new processes or procedures for internal controls by instructing state 
agencies to update their internal control plans. This update requires state 
agencies to complete a self-assessment questionnaire containing specific 
questions on compliance with Recovery Act provisions. The Office of 
Infrastructure Investment has contracted with consultants on project 
management issues to evaluate Recovery Act-related internal control gaps 
across the state and is in Uie process of hiring a compliance manager to 
assist with Recovery Act oversight. Furthermore, the Governor’s Office 
required that each state executive agency conduct a risk assessment and 
had the assessments reviewed by the state oversight entities. 'The State 
Auditor’s Office plans to use these assessments to target its Recovery Act 
oversight work. 


In addition to the efforts taken by central state entities to prepare for 
oversight activities, executive agencies we visited plan to conduct 
oversi^rt of their respective Recovery Act funds. Examples of oversight 
activities include conducting site visits and inspections, performing desk 
audits, and ensuring daily oversight of contractors. Specifically, 
transportation officials stated that oversight of projects includes daily 


Recovery Act requires all laborers and mechanics employed by contr^tors and 
subcontractors on Recovery Act projects to be paid at least the prevailing wages as 
determined under the Davis-Bacon Act. Recovery Act, div. A, title XVI, § 1606. Under the 
Davis Bacon Act, the Department of Labor determines the prevailing wage for projects of ; 
sunilar character in the locality. 40 U.S.C. §§ 3141*3148. 
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oversight of both contractors and subcontractors. In addition, resident 
engineers for each work site keep daily records of employee hours worked 
and the number of items (e.g., catch basin covers) installed. 

Weatherization projects under DHCD must be inspected by weatherization 
certified auditors before a contractor is paid, and department officials 
participate in about 15 percent of these inspections. Officials from the 
Executive Office of Public Safety and Security stated that they are 
developing specific subgrant conditions related to Recovery Act funds, 
including compliance with the Office of Inspector General’s rules on 
waste, fraud, and abuse. They will also conduct site visits and desk 
reviews of JAG recipients. The EOWLD stated that they will continue their 
existing oversight activities, such as annually reconciling the Workforce 
Investment Boards’ planned versus actual expenses and periodically 
performing site visits to boards to review such items as eligibility 
documentation, standard operating procedures, and subrecipient 
monitoring. 


Single Audit Results Used 
by State Officials for 
Oversight Activities 


Officials at the State Auditor’s Office said they use the results of the Single 
Audit to target their oversight and require corrective action plans, when 
necessary. Officials from the Executive Office of Education and the 
Executive Office of Transportation said they review the Single Audit 
management decision letters to determine if any one of their programs had 
a finding. If there is a finding, the agency will notify the re^ective 
programmatic area and schedule meetings to address the issue. Education 
officials we met with stated that education findings are infrequent and 
typically minor in scope. However, in both 2007 and 2008, the same 
material weakness occurred within the Massachusetts Department of 
Education’s Department of Elarly Education and Care®^ regarding the use 
of expired procurements. The State Auditor instructed the department to 
correct this practice, but during its 2008 Single Audit, the State Auditor 
reported the same finding. According to state officials, the correction to 
this material weakness is a multiyear process. The Massachusetts 
Department of Education is scheduled to complete the largest 


^^The 2007 Massachusetts Single Audit contained three material weaknesses and other 
findings. The 2008 Single Audit repeated one of these material weakness^ where the 
Department of Early Education and Care was using four procurements created by its 
predecffisor, die Office of ChUd Care Services, for services provided by federally fimded 
child Ciue programs that were developed between 1998 and 2001. The department had 
received multiple extensions from the state procurement oversight agency and was 
requured to perform new procurements for the period beginning July 1, 2(W5. 
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procurement rebid by July 2009, and will ttien follow the same process for 
the other rebids. For die 2009 Single Audit (^ear ending June 30, 2009), the 
State Auditor is reviewing four m^or programs, including the Department 
of Early Education and Care, based on this ongoing material weakness. In 
addition, the state is negotiating with the firm that works on the single 
audit to perform more re^ time audits along with their typical single 
audits in order for the state to obtain information on internal control 
issues on a real time basis. 

Similarly, state transportation officials stated that if any findings are 
uncovered during the Single Audit, they will work with the State Auditor to 
develop corrective action plans. Transportation officials further stated that 
there have not been any significant transportation findings within the past 
5 yearn. 

The 2008 Single Audit for Massachusetts contained one material weakness 
in the education area regarding procurement, noted above, and other 
findings mostly related to program monitoring and supervisory review. 


State Inspector General 
and Auditor Have Not 
Finalized Oversight Plans, 
State Attorney General 
Continues Oversight 
Efforts with STOP Fraud 
Task Force 


Neither the State Auditor nor the State Inspector General have yet 
finalized their plans to conduct oversight of the state Recovery Act funds. 
The State Auditor’s Office recently drafted an audit plan, outitaing specific 
areas to target, and has begun some preliminary work to confirm their 
plans. The State Inspector General said he anticipates targeting areas 
where there is no other oversight by reviewing the oversight planned by 
the federal Inspectors General, the State Auditor, and the state Attorney 
General and will then fill in any gaps, with a focus on procurement The 
organizations did not receive additional funding to provide Recovery Act 
oversight and are still uncertain about their resource levels for fiscal year 
2010 (beginning July 1, 2009). The Governor’s Office, however, is hoping to 
provide these oversight agencies with additional resources using Recovery 
Act administrative fimds. Stale officials expect Massachusetts to continue 
experiencing larger than expected revenue shortages and therefore 
significant budget cuts. In addition, the STOP FYaud Task Force created by 
the state Attorney General continued to meet and coordinate on oversight 
issues. ® 


®As stated in our prior report, the state Attorney General has convened a task force to 
coordinate on oversight issues wi& live federal and state oversight conununity. 
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Given that significant amounts of Recovery Act funds are now beginning 
to flow to the state, it is important that oversight agencies quickly finalize 
their plans and shift their limited resources appropriately to safeguard 
these funds. 


The State Has Taken Steps Massachusetts state and loc^ agencies have taken steps to track the flow 
to TVack Recovery Act of Recovery Act funds coming into the state. The state Comptroller’s 

Office is providing and updating guidance to state agencies on its Web site, 
working with agency flnancial personnel to separately code Recovery Act 
funds in its state accounting system, and holding weekly conference calls 
with these agency finance representatives to provide a question and 
answer forum on Recovery Act requirements. The Comptroller’s Office is 
also generating statewide reports on Recovery Act-related revenue and 
spending. During meetings with the state Executive Offices of Workforce 
and Labor Development, Education, and Public Safety and Security, 
officials confirmed they are using the state’s accounting system to track 
their respective Recovery Act funds. In addition, the Massachusetts Office 
of Inftastructure Investment recently contracted with a project 
management consultant to work with state officials on presentation and 
coordination of Recovery Act reporting. 

While preparations have been under way, challenges with tracking 
Recovery Act funds remain. Some fimding streams, such as unemployment 
insurance, were not included in the state reporting system as of the end of 
May 2009. According to the state Comptroller’s Office, there is the risk that 
some expenditures will be coded as state money, rather than Recovery Act 
money, because some agencies do not have a past history of receiving 
federal fiinds and may therefore occasionally miscode these funds. 
However, he does not expect this error to occur in any material way. A 
more prominent challenge for the state is that those Recovery Act fimds 
going directly to recipients other than Massachusetts state agencies — such 
as independent st 2 U« authorities, local governments, or other entities — 
continues to be problematic for state-tracking purposes because these 
funds will not flow, and therefore not be tracked, through the state 
accounting system. Pending legislation, if passed, would require all entities 
receiving Recovery Act funds in Massachusetts to report funds received to 
the state. 

In addition to statewide tracking activities, some agencies plan to track 
Recoveiy Act funds with their own in-house sj^tems. For example, 
officials from the Executive Office of Transportation stated they have an 
online database that allows transportation officials to segregate, itemize, 
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and track Recovery Act fiinds. Similarly, the EOLWD has issued a budget 
template that requires local Workforce Investment Boards to list their 
planned expenditures of Recovery Act money by functional categories. 
The template also includes auto-fill metrics ^at highlight whether the 
Board’s budget expenditures will meet state guidelines deadlines. At the 
local level, both of the Workforce Investment Boards we met with are 
issuing separate contracts for serving youth this summer and establishing 
separate accounting codes for tracking Recovery Act funds. The two local 
housing agencies we visited will use HUD’s Electronic Line of Credit 
Control System to separately code and track Recovery Act grants. 
Moreover, some agencies are issuing Recovery Act monies as separate 
grants to ensure the separate tracking of these funds. 


Central Capacity to Track Centralized tracking and oversight activities related to the Recovery Act 
and Oversee Recovery Act require additional resources and the state plans to use Recovery Act funds 
to cover the cost of certain central administrative activities. Following 
May 2009 guidance fix)m the federal Office of Management gmd Budget 
(0MB), “ state officials plan to use the option of a percentage chargeback 
of certain Recovery Act fiinds to provide additional staffing resources to 
entities responsible for ovcisight, monitoring, and tracking Recovery Act 
funds. The chargeback would be used for staff additions to the recently 
created Office of Infirastructure Investment, the state Comptroller’s Office, 
the state Budget Office, the State Auditor’s Office, Attorney General’s 
Office, and the state Inspector General’s Office. The Governor filed 
legislation to put a mechanism in place for this chargeback, and the state 
Budget Office sent a proposal to HHS to obtain authorization to use a 
chargeback mechanism. In May, the Secretary of the Executive Office for 
Administration and Finance asked the State Auditor, the state Attorney 
General, and the state Inspector General to provide a detailed description 
of the work each office would need to perform regarding Recovery Act 
work, and a description of the resources each would need to perform this 
work. As of June 25, 2009, the State Auditor and the state Inspector 
General had submitted this information, and the state Attorney General 
planed to do so. 


®®OMB M-09-18, Memorandum for the Heads of Departments and Agencies. 
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Approaches for 
Assessing the Effects 
of Recovery Act 
Spending Continue to 
Develop 


Under the Recovery Act, state and local recipients are expected to report 
on a number of data elements, including the use of funds, the amount 
expended or obligated, and the estimated number of jobs created and 
retained. Proviaons under the act also require federal agencies to adapt 
current performance evaluation and review precedes to include 
information on the completion status of projects funded under the 
Recovery Act, as well as program and economic outcomes that are 
consistent with Recovery Act requirements. In addition to reporting on 
jobs created and retained, 0MB guidance directs federal agencies to 
collect performance information from entities who receive funding to the 
extent possible. The guidance also requires agencies to instruct recipiente 
to collect and report performance information as part of their quarterly 
submissions that is consistent with the agency’s program performance 
measure.” The reporting requirements will allow an assessment of what 
0MB describes as the marginal performance impact of Recovery Act 
requirements. 


While there are still some lingering questions related to measuring 
emplo 3 ment and the applicability of this requirement to programs ftinded 
under the act, state agencies are beginning to develop strategies for 
collecting and reporting employment outcomes. To date, the focus has 
been on incorporating federal guidance and adapting existing systems for 
collecting and reporting on jobs created and sustained. While there are 
still some lingering questions related to measuring employment and the 
applicability of this requirement to programs funded under the act, state 
agencies are beginning to develop strategies for collecting and reporting 
employment outcomes. \n addition, existing programs that are receiving 
supplemental funds through the Recovery Act are beginning to address 
performance outcomes using existing approaches but are waiting for 
federal guidance before putting plans in place. 


”Peter R. Orsz^ Memorandum for the Heads of Departments and Agencies, Updated 
Implementing Guidance for the American Recovery and Reinvestment Act of 2009 (April 3, 
2009). Thb guidance supplements, amends, and clarifies die initial guidance issued fay 0MB 
on February 18, 2009. 
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Various Approaches Are 
Being Used to Measure 
Jobs, but Questions about 
Measuring Job Creation 
Remain 


Massachusetts officials expressed some concern about how to assess the 
effects of Recovery Act spending in terms of jobs created and retained. 
The Governor’s Deputy Chief Counsel told us that the state is continuing 
to face challenges associated with quantifying the impact of Recovery Act 
funds. The state Comptroller has sent guidance to chief information 
officers at state agencies to plan for how they will benchmark and report 
on the impact of l^covery Act funds. However, questions remain on how 
state agencies will define a job created, as well as other impacts. State 
agency officials are trying to be proactive by developing plans for 
reporting on jobs created prior to fimds being spent. 


The state Comptroller also reported t^t he does not have clear guidance 
on reporting requirements for each of the Recovery Act ftmding streams, 
particularly as they relate to recipient reporting and jobs reporting. The 
Comptroller believes his office has an obligation to provide state agencies 
with guidance as to which program agencies need to report and which do 
not. However, in the absence of clear federal guidance, he is unsure if the 
guidance his office has provided is accurate. 

Program agency officials also expressed lingering concern about the lack 
of guidance specific to their individual programs. While the federal 0MB 
has provided general guidance on the requirements that states assess and 
report on the effects of Recovery Act spending on jobs created and 
retained, 0MB guidance gives federal agencies discretion in the data they 
choose to coUect from state and local entities for their programs. For 
example, Massachusetts Department of Education officials stated that 
they are waiy of the potential for a ftmding cliff, or the depletion of the 
Recoveiy Act funding, in 2 years, and therefore have serious concerns 
about using ESEA Title I funds to generate new jobs. Officials believe that 
local education agencies are more likely to use Recoveiy Act funds to 
retain, rather than to create, new jobs. 


State program officials report using a variety of methods to measure 
employment outcomes which could lead to reporting inconsistencies. For 
example, Massachusetts transportation officials require contractors and 
subcontractors to submit monthly employment information, including the 
number of employees, hours worked, and p^oU amounts, but it is 
unclear how this infonnation will be used to identify new and existing 
employees. Moreover, transportation officials report that it is not unusual 
for a single worker to be employed at two projects, and in this situation, 
that would be considered two jobs created. Similarly, local housing agency 
officials told us that they vrill identify the number of jobs created through 
Occupational Safety and Health Administration cards that are required of 
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every individual who works on the project In addition, the housing agency 
will have access to daily information on the employees working for 
contractors by project However, they will not be able to track how long 
individuals have worked on the project. Finally, state officials overseeing 
Recovery Act-funded weatherizalion projects have developed estimates on 
the number of jobs that will be created — anywhere from 250 to 300 jobs — 
using estimates based on a model developed for DOE’s Weatherization 
Assistance Program from the U.S. Bureau of Economic Analysis model for 
the construction trades. State officials also expect severe spin-off jobs 
will be created and characterize these jobs as being an indirect result of 
dollars spent 


Massachusetts Agencies 
Are Beginning to Address 
Performance Reporting 
Requirements Using 
Existing Approaches 


OMB guidance also encourages recipients to collect and report 
perfonnance information that is consistent with the agency’s program 
performance measures and broader goals of the act. When asked about 
measurement of performance outcomes, some state officials reported that 
they are largely using existing approaches to meet these requirements. For 
example, public safety program officials said there are preliminaiy plans in 
place for reporting on program activities and expenditures of law 
enforcement programs funded through the JAG program, but the final plan 
would depend, in part, on what performance measures the U.S. 

Department of Justice ultimately requires states to use. These 
performance indicators are likely to include measures to improve program 
quality such as the amount of the award spent on improving criminal 
justice information systems. These officials also reported that they had 
plans for collaborating with the EOLWD to develop plans to report on that 
portion of the JAG funding that Massachusetts is using to support summer 
youth employment programs. 


State CoiUnientS on provided the Governor of Massachusetts with a draft of this appendix 

on June 17, 2009, and representatives from the Governor’s Office and the 
This Sumitiary oversight ^encies responded on June 19, 2009. In general, they agreed 

with our draft and provided some clarifying information, which we 
incorporated. The officials also provided technical suggestions that were 
incorporated, as appropriate. 
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GAO Contacts 

Stanley J. Ca^rwinski, (202) 512-6806 or czerwinskis@gao.gov 

Denise de Bellerive Hunter, (617) 788-0575 or hunterd@gao.gov 


Stsff ^ «idition to the contacts named above, Carol L Patey, A^istant 

Director, Ramona L. Burton, Analyst-in-Charge; Nancy J. Donovan; 
AcknOWtedglTlBritS Kathleen M. Drennan; Salvsdore F. Sorbello Jr; and Robert D. Yeti^ made 

m^or contributions to this report 
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Overview 


The following summarizes GAO’s work on the second of its bimonthly 
reviews of American Recovery and Reinvestment Act (Recovery Act)' 
spending in Pennsylvania. 'Rie full report covering all of our work, which 
covers 16 states and the District of Columbia, is available at 
http:/Avww.gao.gov/recovery/. 

Use of Amds: GAO’s work focused on nine federal programs, selected 
primarily because they have begun disbursing funds to states, include new 
programs, or include existing programs receiving significant amounts of 
Recovery Act funds or a significant increase in funding. Program funds are 
being directed to help Pennsylvania stabilize its budget and support local 
governments, particularly school districts, and several are being used to 
expand existing programs. Funds from some of these programs are 
intended for disbursement through states or directly to localities. TTie 
funds include the following: 

• Funds Made Available as a Result of Increased Medicaid 
Federal Medical Assistance Percentage (FMAP). As of June 29, 
2009, Penn^lvania has received nearly $1.1 billion in increased FMAP 
grant awards, of which it has drawn down just over $957 million. This 
is over 87 percent of the awards to date. Pennsylvania is planning to 
use the funds made available as a result of the increased FMAP to 
cover the state’s increased Medicaid caseload, ensure that prompt 
payment requirements are met, maintain current populations and 
benefits, and o&et the state budget deficit.^ 

• Highway Infrastructure Investment funds. The U.S. Department of 
Transportation’s Federal Highway Administration (FHWA) 
apportioned $1,026 billion in Recovery Act funds to Pennsylvania, of 
which 30 percent was required to be suballocated to metropolitan and 
other areas. As of June 25, 2009, the federal government had obligated 
$729 million, and Pennsylvania had advert^ed for bids on $764 million. 
For example, one project in Bedford County is a bridge rehabilitation 
that is expected to begin in mid-July 2009 and be completed by 
November 2009. A transportation enhancement project in Chester 
County to construct and upgrade over 1,000 access ramps for people 


‘Pub. L. No. Ul-5, 123Stat. 115 (Feb. 17, 2009). 

^e increased FMAP available under the Recovery Act is for state expenditures for 
Medicaid services. However, the receipt of this increased FMAP may reduce the funcb that 
states would otherwise have to use for their Medicaid programs, and states have reported 
using these available funds for a variety of purposes. 


Page PA-1 


6AO-09-830SP Recovery Act 




241 


Appendix XT: Fenits^vaBia 


with disabilities began in May 2009 and is eiqjected to be completed in 
May 2010. Pennsylvania plans to use Recovery Act funds for 242 
projects mainly for bridge rehabilitation and roadway resurfacing. This 
include work on approximately 400 bridges, about 100 of which are 
structurally deficient. 

• U.S. Department of Education (Education) State Fiscal 
Stabilization Fund (SFSF). As of June 30, 2009, Pennsylvania had 
not yet received its initial allocation of $1.3 billion of its total 

$1.9 billion allocation for SFSF. The Governor submitted a preiiminary 
application to Education for initial funding on April 24, 2009, and 
submitted a final ^plication on June 26, 2QQQ. Pennsylvania will file an 
amended application thereafter, if necessary, based on ttie education 
provisions of the final fiscal year 2009-10 budget. According to state 
officials, the Governor’s budget proposes to use the SFSF funds to 
increase education spending for school districts, whereas the 
Pennsylvania Senate has passed a bill to use the SI^F funds to hold 
education funding level. Local school districts will be uncertain about 
the SFSF funding until Pennsylvania adopts its budget for the fiscal 
year beginning July 1, 2009. 

• Title I, Part A, of the Elementary and Secondary Education Act 
of 1966 (ESEA). Education has awarded Pennsylvania $200 millibn 
in Recovery Act ESEA Title I, Part A, funds or 50 percent of its total 
allocation of $400 million. Of these fimds Pennsylvania has allocated 
$385 million to state local education agencies, based on information 
available as of June 30, 2009. Pennsylvania plans to make these fimds 
available to local education agencies on or after Jrily 1, 2009, to help 
educate disadvant^ed youth. For example, the School District of 
Philadelphia plans to use the funds to provide a 4-week summer school 
program and to increase the number of school counselors, and the 
Harrisburg School District will use the funds to avoid teacher layoffs. 

• Individuals with Disabilities Education Act (IDEA), Part B & C. 
Education has awarded $228 million in Recovery Act IDEA, Part B & C, 
funds, or 50 percent of its total allocation of $456 million. Of these 
funds, Pennsylvania has allocated $408 million to local education 
agencies, based on information as of June 26, 2009. Pennsylvania plans 
to make these fimds available to local education agencies on or after 
July 1, 2009, to support special education and related services for 
children and youth with disabilities. For exeimple, the School District 
of Philadelphia plans to fund teacher profession^ development and 
hire coaches to help special education teachers. 
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• Weatherization Assistance Program. The U.S. Department of 
Energy (DOE) allocated about $253 million in Recovery Act 
weatherization funding to Pennsylvania for a 3-year period. DOE had 
provided Pennsylvania with its initial 10 percent allocation of funds for 
this program (^proxiraately $25 million), and Pennsylvania had 
obligated none of these funds as of June 30, 2009. Pennsylvania plans 
to begin disbuming its Recovery Act funds in July 2009 to weatherize at 
least ^,700 houses and create an estimated 940 jobs. 

• Workforce Investment Act Youth program. The U.S. Department 
of Labor allotted about $40.6 million to Pennsylvania in Workforce 
In^^stment Act Youth Recovery Act funds. Pennsylvania has allocated 
$34.6 mUlion to local workforce boards, but only 40 percent of the 
allocations were available for the local boards to spend before July 1, 
2009; state officials expect the balance to be available on or after July 1 
when they expect Pennsylvania to enact its state budget. The 
workforce boards’ summer youth programs are set to begin operating 
in early July. Workforce boards in Pennsylvania plan to use 70 to 90 
percent of Recovery Act funds under this program by September 30, 
2009, to create about 8,700 summer jobs for their youth. 

« Edward Byrne Memorial Justice Assistance grants. The 
Department of Justice’s Bureau of Justice Assistance has awarded 
$45.5 million directly to Pennsylvania in Recovery Act funding. As of 
June 30, 2009, none of these funds had been obligated by the 
Pennsylvmua Commission on Crime and Delinquency, which 
administers these grants for the state.® The commission issued the first 
in a series of requests for proposals on June 18, 2009. The commission 
plans to use its state grant funds to fund initiatives such as criminal 
records improvement, data management focusing on technology, 
assistance with local criminal justice strategic planning, data collection 
and program evaluation, gun violence reduction, and mental health 
programs. 

• Public Housing Capital Fund. The U.S^ Department of Housing and 
Urban Development has allocated about $212 million in Recovery Act 
funding to 82 public housing agencies in Penn^Ivania. Based on 
information available as of June 20, 2009, about $5.8 million (2.7 
percent) had been obligated by 42 of those agencies. At the two 


®We did not review Edw^ Byrne Memorial Justice Assistance Grants awarded directly to 
local governments in this report because the Bureau of Justice Assistance’s solicitation for 
local governments closed on June 17; therefore, not all of these funds have been awarded. 
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housing authorities we visited (in Harr^burg and Philadelphia), this 
money, which flows direcfly to public housing authorities, will be used 
for various coital improvements, including rehabilitating vacant 
housing units and, to a lesser extent, constructing new units, upgrading 
electrical and mechanical systems to meet building codes, and 
installing energy-efflcient equipment. 

Safeguarding and transparency: Pennsylvania will take several actions 
to safeguard Recovery Act funds and ensure transparency. It will use its 
existing integrated accounting system to track Recovery Act funds flowing 
throu^ the state government. In June 2009, the Bureau of Audits 
completed its risk assessment of about 90 programs receiving Recovery 
Act funds and designated each program as high, medium, or low risk. The 
bureau also plans to focus attention on resolving Single Audit report 
findings and reducing the number of repeat findings. Agencies will be 
required to report quarterly on the status of corrective actions for Single 
Audit report findings, and the first quarterly reports will be due in October 
2009. The Pennsylvania Stimulus Oversight Commission, chaired by the 
Chief Accountability Officer, holds public meetings to discuss progress on 
implementing Recoveiy Act programs. Pennsylvania’s Auditor General 
also anticipates work auditing and investigating Recovery Act funds 
received by state and local agencies. 

Assessing the effects of spending: Pennsylvania’s Chief Accoimtability 
Officer is responsible for developing and using performance measures to 
demonstrate outcomes associated with Recovery Act spending and 
projects. Pennsylvania agencies continue to express concern ^out the 
lack of federal guidance on assessing the results of Recovery Act spending. 
Both state and local officials said they are awaiting further guidance from 
the federal government, particularly related to additional performance 
measures they may have to track. 
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RproVf*T*V Art FSindin^ Budget officials have indicated that Recovery Act funding win help 

^ ® Pennsylvania narrow its estimated $3.2 billion budget gap for state fiscal 

Will Help Minimize year 2008t)9, but lower-than-expected revenue collections have 

Reductions in complicated efforts to balance the budget. The Pennsylvania Department 

• 1 Cl • j of Revenue reported that as of June 1, 2009, general fond revenues 

Essential Services and collected were $2.8 bilUon — or 10.9 percent — ^less than estimated for fiscal 
Need for Tax 2008-09. in addition, Hie Secretary of the Budget reported mandatory 

costincreasesof $421 million across 2008-09 ($145 million) and 2009-10 
Increases, but Worlc ($276 million) because ofincreased demand for services during the 
Remains to Balance recession. Further, the Secretary of the Budget notified the General 
j-u o j Assembly that her office does not expect revenues to grow next fiiscai 

tne oUQget year, which may contribute to a budget gap — ^where anticipated 

expenditures are greater than anticipated revenues — in fiscal year 2009- 
10 .* 

While Recovery Act funds are expected to minimize reductions in essential 
services and the need for state tax increases, additional actions have been 
taken and proposed to reduce Pennsylvania's budget gap in state fiscal 
year 2008-09 and balance the fiscal year 2009-10 budget. The Governor 
instituted several measures to reduce the budget gap in state fiscal year 
2008-09, including prohibiting outrof-state travel by state employees, 
reducing the state’s contributions to the employees’ health care fond, and 
freezing hiring. As we reported in April, the Governor also proposed to cut 
spending by more than $600 milbon and to draw $250 million from 
Pennsylvania’s Rainy Day Fund to help avoid further cuts in fiscal year 
2008-09. The Governor has also proposed several actions to balance the 
state’s budget in fiscal year 2009-10, including eliminating 2,996 authorized 
positions, reducing the general fund budget by 8.8 percent for all areas 
other than education, pubbc welfare, corrections, and probation and 
parole; and lowering spending by approximately $1 bilbon by reducing 
funding for 346 pro^'ams and eliminating funding for 101 other programs. 
The Governor has further proposed increasing revenue by raising the 
cigarette tax 10 cents per pack, levying a tax on other tobacco products, 
and transferring lease payments from natural gas production to the general 
fund. In addition, the Governor has proposed using $375 milbon of the 
Rainy Day Fund in fiscal year 2009-10, leaving a balance of $128 milbon.® 

In June 2009, the Governor announced additional actions to balance the 
fiscal year 2009-10 budget, including temporarily increasing the state’s 


*P«msylvania’s state fiscal year begins on July 1 and ends on June 30. 

®As of Febniary 2009, Pennsylvania’s Rainy Day Fund balance was $753 million. 
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personal income tax rate from 3.07 to 3.57 percent and cutting an 
additional $500 million across state agencies. 

The extent to which the infusion of Recovery Act ftinds will contribute to 
Pennsylvania’s fiscal stability is difficult to assess at this time in part 
because the General Assembly has not appropriated federal Recovery Act 
funds for state use. Under Pennsylvania law, federal funds must, in 
general, be ^propriated by the General Assembly.® The Governor 
submitted a supplemental budget request to begin spending some 
Recovery Act funds in fiscal year 2008-09, but the General Assembly had 
not passed the supplemental appropriations bill as of June 30, 2009. For 
fiscal year 2009-10, the Senate has passed an appropriatior^ bill — Senate 
Bill 850^ — that differs substantially in some key respects from Ibe 
Governor’s proposed budget.® The Governor’s proposed budget and the 
Senate bill differ on issues such as targeted taxes to increase revenues, the 
use of Pennsylvmua’s Rainy Day Fund, and education funding (discussed 
below). As of June 30, 2009, the General Assembly had not passed and the 
Governor had not signed a budget for fiscal year 2009-10, which begins 
July 1, 2009. 

Even as the Pennsylvania General Assembly and Governor debate how to 
incorporate Recovery Act funds into the fiscal year 2009-10 budget, budget 
officials are looking ahe^ul for ways to balance ftiture budgets when this 
temporary funding ends. Budget officials indicated that they are taking 
several steps to prepare for when Recovery Act funds are phased out, 
including using a multiyear budget planning process, implementing 
$1 billion in systemic budget cuts to control out-year spending, 
emphasizing onetime uses of funds where possible, and requiring agencies 
to use limited-term positions when hiring individuals using Recovery Act 
funds. State budget officials acknowledged that Permsylvanla may need to 
make additional cuts or consider revenue enhancements depending on 
how quickly the economy improves. 


®72 Pa. Cons. Stat § 4615. 

’S. 850, Gen- Assem. of 2009-2010, Reg. Sess. (Pa. 2009). 

®According to the Secretaiy of the Budget, Senate Bill 850 was based on a projected 2008-09 
budget shortfall of $2.9 bilhon and assumed 1 percent growth in revenues. Based on her 
analysis, this budget proposal would result in a shortfall of $1.5 billion. 
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Increased FMAP 
Funds Have Allowed 
Pennsylvania to Avoid 
Medicaid Program 
Reductions 


Medicaid is a joint federal-state program that finances health care for 
certain categories of low-income individuals, including children, families, 
persons with disabilities, and persons who are elderly. The federal 
government matches state spending for Medicaid services according to a 
formula based on each state's per capita income in relation to the national 
average per capita income. The rate at which states are reimbursed for 
Medicaid service expenditures is known as the Federal Medical Assistance 
Percentage (FMAP), which may range from 50 to no more than ^ percent. 
The Recovery Act provides eligible states with an increased FMAP for 27 
months from October 1, 2008, through December 31, 2010.® On 
February 25, 2009, the Centers for Medicare & Medicaid Services (CMS) 
made increased FMAP grant awards to states, and states may retroactively 
claim reimbursement for expenditures that occurred prior to the effective 
date of the Recovery Act Generally, for federal fiscal year 2{K)9 through 
the first quarter of federal fiscal year 201 1, the increased FMAP, which is , 
calculated on a quarterly basis, provides for (1) the maintenance of states’ 
prior year FMAPs, (2) a general across-tire-board increase of 6.2 
percentage points in states’ FMAPs, and (3) a further increase to the 
FMAPs for those states that have a qualifying increase in unemployment 
rates. The increased FMAP available under the Recovery Act is for state 
expenditures for Medicaid services. However, the receipt of this increased 
FMAP may reduce the funds that states would otherwise have to use for 
their Medicaid programs, and states have reported using these available 
funds for a variety of purposes. 


From October 2007 to May 2009, Pennsylvania’s Medicaid enrollment grew 
from 1,908,983 to 2,020,553, an increase of about 6 percent.” Ihcreases in 
enrollment varied during this period. (See fig. 1.) Most of the increase in 
enrollment was attributable to the population groups of disabled 
individuals and children ^d families. 


®See Recovery Act, div. B, title V, | KWl. 

“’Although the effective date of the Recovery Act was February 17, 2009, states generally 
may claim reimbursement for the increased FMAP for Medicaid service expenditures made 
on or after October 1, 2008. 

^’The state provided projected Medicaid enrollment data for May 2009. 
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Figure 1 : Monthly Percentage Change in Medicaid Enrollment for Pennsylvania, October 2(M)7 to May 2009 
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2IW7 ^09 

Source; QAO analysis o( stale reported dela. 

Note: The state provided projected Medicaid enrollment data for May 2009. 

As of June 29, 2009, Pennsylvania had drawn down just over $957 million 
in increased FMAP grant awards, which is over 87 percent of its awards to 
date.“ Pennsylvania officials reported that they are planning to use the 
funds made available as a result of the increased FMAP to o^et the state 
budget deficit, cover the state’s increased Medicaid caseload, ensure th^ 
prompt payment requirements are met, and maintain current populations 
and benefits, pending state approval to do so.‘® Pennsylvania officials also 
noted that given the decline in state revenues, program cuts in Medicaid 
would have been inevitable as the state faced a $2.3 billion dollar gap 


‘^Pennsylvania received increased FMAP grant awards of nearly $1.1 billion for the first 
three quarters of federal fiscal year 2009. 

‘^nder the Recovery Act, states are not eligible to receive the increased FMAP for certain 
claims for days during any period in which that state has failed to meet the prompt 
payment requirement under the Medicaid statute as ^plied to those claims. See Recovery 
Act, div. B, ^e V, |5001(fX2). Prompt pjQrment requires states to pay 90 percent of clean 
clainK from heal& care practitioners and certain other providers within 30 da^ of receipt 
and99perc«ntof these claims within 90 days of receipt See42U.S.C. §1396a(a)(37)(A). 
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between revenues and spending as of December 2008/^ Officials added 
that the increased FMAP has allowed the state to maintain its Medicaid 
program. In the absence of these funds, officials noted that Pennsylvania 
would have seen a substantial reduction in funding for a number of 
programs because of declining state revenue. In using the increased 
FMAP, Pennsylvania officials reported th^ the Medicaid program has 
incurred additional costs related to development of new or ac^ustments to 
existing reporting systems or other information technology systems. 

When asked about concerns related to maintaining eligibility for increased 
FMAP, state officials indicated that they have proceeded with caution with 
respect to making any progranunatic changes that could be perceived as 
affecting eligibility.** For example, the state issued operational guidelines 
to codify the amount of time allowed for Medicaid applicants to provide 
documentation of citizenship, but chose to rescind them out of concern 
that it could be viewed as limiting eligibility. Similarly, the officials noted 
that they have asked CMS for clarification on its interpretation of 
maintenance of eligibility requirements as they relate to Medicaid service 
definitions under waiver programs and prior authorization requirements. 
Until CMS provides answers to specific questions, the state will not take 
any related actions out of concern that doing so could risk its eligibility for 
increased FMAP. 

Regarding the tracking of increased FMAP, state officials indicated that 
the state will rely on existing accounting systems with unique account 
code structures, one of which is specific to increased FMAP, to track these 
funds. The officials also noted that they rely on the state’s claims 
processing system, PROMISe (Provider Reimbursement and Operations 
Management Information System) to ensure that filed claims meet the 
Medicaid requirement for allowable expenditures. The officials added that 
the Bureau of Program Integrity also provides oversight by identifying and 
reviewing potential fraud, abuse, and wastefrd practices by providers of 
medical assistance services. In addition, as part of the state’s oversi^t of 
stimulus funding, the state's Office of the Comptroller wiU be conducting 
independent reviews of the Medicaid program. In addition, the 2007 Single 


**As of June 2009, the estiinated shortfall is $3.2 billion. 

**In order to qualify for the increased FMAP, states generally may not apply eli^bility 
standards, methodologies, or procedures that are more restrictive than those in effect 
under their state Medicaid programis on July 1, 2008. See Recovery Act, div. B, title V, 
§6001(f)(lXA). 
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Atidit report® for Pennsylvania identified a number of material 
weaknesses related to toe Medicaid program. The state generally agreed 
with the material weaknesses that were identified, md in some c^es, 
specified the corrective actions it undertook to address them. ^>ecifically, 
state officials noted that they have been aggressively addressing toe issue 
of documentation of eligibility determinations through training and 
information technology enhancements and have undertaken efibrte to 
ensure that eU^bility determinations are standard, automated, and more 
routine in nature. In addition, state officials said thsi the inaccurate 
reporting of $217 million was the result of mr incorrect journal entry tliat 
occurred when the state moved to an accrual basis of accounting. 


More Than Half of 
Pennsylvania’s 
Highway Funds Have 
Been Obligated, and 
Most Recovery Act 
Funds Will Be Used 
for Bridges and 
Roadway Resurfacing 


■nie Recovery Act pix>\ides funding to toe states for restoration, repair, 
and construction of highways and otoer activities allowed under the 
Fedeial-Aid Highway Surface Transportation Program, and for other 
eligible surfece transportation projects. The act requires tozd 30 percent of 
these fimds be subailocated for projects in metropolitan and other areas of 
the state. Highway funds ai*e apportioned to the states through existing 
federal-aid highway program mechanisms, and states must follow the 
requirements of toe existing program, including planning, environmental 
review, contracting, and other requirements. However, the federal ftmd 
share of highway infrastructure investment projects under the Recovery 
Act is up to 100 percent, while the federal share under toe existing 
Federal-Aid Highway Program is UvSually SO percent. 


As we previously reported, $1,026 billion was apportioned to Pennsylvania 
for highway infiastructure and other eligible projects. As of June 25, 2009, 
$729 million had been obligated. The U.S. Department of Transportation 
has interpreted the “obligation of ftmds" to mean toe feder^ government’s 
contractual commitment to pay for toe federal share of the project This 
commitment occurs at the time toe federal government signs a project 
agreement and the project agreement is executed. As of June 25, 20C®, 

$3.4 million had been reimbursed by FHWA. States request reimbursement 


Single Audit Act of 1984, as amended (31 U.S.C. ch. 75), requires that each state, local 
government, or non-jMrofit organization that expends ^00,<^ or more a year in federal 
awards must have a single audit conducted for that year subject to applicable 
requirements, which are generally set out m OfDce of Management and Budget (0MB) 
Circular No. A-133, Audits of ^ates. Local Governments and Non-Profit Organizatfons 
(June 27, aX®). If jui entity expends federal awards under onty one federal program, the 
entity elect to have an au^t of that program. 
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from FHWA as the states make payments to contractors working on 
approved projects, 

Pennsylvania has also begun to award contracts and start work. As of 
June 26, 2(K)9, Pennsylvania had awarded contracts for 149 projects 
representing about $^9 million. Of these, 118 contracts representing 
about $250 million were under way — that is, a Notice to Proceed had been 
issued, which authorizes a contractor to begin work. According to a 
Pennsylvania Department of Transportation (PennDOT) official, the 
contracts would be “let” — that is, bids opened or received — for the 
remaining 74 projects by the end of August 2009. A department official 
noted that bids had been opened on 168 of 242 projects, leaving bids for 74 
projects to be opened. PennDOT officials expect all work to be completed 
on the 242 Recovery Act projects within 3 years of the date the Recovery 
Act was enacted. 


Pennsylvania Will Use 
Recovery Act Funds for 
Bridges and Resurfacing 
Needs, and Bid Amounts 
Have Been Less Than 
Estimated 


Pennsylvania selected projects that can be awarded quickly and focused 
on bridge deficiencies and roadway pavement needs (resurfacing). FHWA 
data show that as of June 25, 2009, most of the Recovery Act funds for 
Pennsylvania have been obligated for pavement improvements and 
bridges; lesser amounts have been obligated for other projects, such as 
transportation enhancements. (See table 1 for the amount of funds 
obligated by project type.) We looked at two projects: a bridge 
rehabilitation project in Bedford County and a transportation 
enhancement project to construct and upgrade over 1,000 access ramps 
for people with disabilities in Chester County. The Bedford project had not 
yet begun, but the Chester project began design work in May 2009. 
PennDOT officials said the Bedford project would begin in July 2009 and 
be completed by November 2009. The Chester project is ejected to be 
completed by May 2010. Pennsylvania has a need for bridge projects. In 
September 2008, we reported that about 26 percent of bridges in 
Pennsylvania (about 5,800 bridges out of 22,325) were structurally 
deficient — a reflection of the state’s consistently poor bridge conditions.*’ 
Recovery Act funds will be used to support work on approximately 400 
bridges, about 100 of which are structurally deficient. 


*’GA0, Highway Bridge Program: Clearer Program Goals and Performance Measures 
Needed for a More Focused and Sustainable Program, GAO-08-1043 (Washington, D.C.: 
Sept. 10, 2008). 
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Tabie 1 : Highway Obligations for Pennsylvania by Project Type as of June 25, 2009 


Dollars in millions 


Pavement projects 


Bridge projects 





New 

construction 

Pavement 

improvement 

Pavement 

widening 

New 

construction Replacement improvement 

Other* 

Total 


$0 

$285 

$9 

$0 $28 

$209 

$198 

$729 

Percent of total 
obligations 

0 

39,1 

1.2 

0 3.8 

28.7 

27,2 

100.0 


Soutcb: OAO Of Fedstal Highway A dm i nisea tion data. 

^nchjdes safety projects such as improving safety at rattroad grade crossings, transportation 
enhancement prt^ects such as pedestrian and bicycle facilities, engineering, and right-of-way 
purchases. 

According PennDOT, bids for Recovery Act highway and bridge projects 
have been less than estimated. As of June 26, 2009, total bid amounts were 
14.6 percent (or about $69 million) less than original project cost 
estimates. PennDOT officials attributed this to file economic downturn, 
which has made contractors eager for the work. Department officials were 
reluctant to predict whether this bidding environment may continue and 
instead are using certain measures, such as the number of biddera, to 
monitor the bidding climate. Since the bidding climate can change quickly, 
PennDOT and FHWA officials told us that it is too early to change project 
cost estimsUing practices. FHWA officials told us that bidding is treked 
over time and procedures used to develop cost estimates will eventually 
reflect any change in the bid climate. 


Pennsylvania Expects to 
Meet All Recoveiy Act 
Requirements for Highway 
Funds, but Its Maintenance 
of Effort Calculation Is 
under Review 


The Recovery Act includes a number of specific requirements for highway 
infrastructiire spending. Rrst, states are required to ensure that 50 percent 
of apportioned Recovery Act funds are obligated within 120 of 
apportionment (before June 30, 2009) and that the remaining apportioned 
funds are obligated wiffiin 1 year,^® The 60 percent rule applies only to 
funds apportioned to the state and not to the 30 percent of funds required 
by the Recovery Act to be suballocated, primarily based on population, for 


“^States tl\at are unable to maintain their planned levels of effort will be prohibited fiom 
benefiting from the redistribution of obbg^on aaUioiity th^ will occur after Ai^ust 1 for 
fiscal year Wll. As part of the fedwal-aid highway programs, FHWA assesses the ability of 
each state to obligate its apportioned fbnds by the end of ttie federal fiscal year 
(September 30) and adjusts the limitation <m. oblig^ons for federal-aid highway 
highway safety construction programs by reducing the authority for some states to obligate 
funds and increasing the authority of other states. 
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metropolitan, re^onal, and local use. The Secretary of Transportation is to 
withdraw and redistribute to other states any amount that is not obligated 
within these time bram^. As of June 25, 2009, 66.9 percent of the 
$719 million in Recovery Act funds that are subject to the 50 percent rule 
for the 120Klay redistribution had been obligated. PennDOT stated that it 
plans to meet the requirement of the law in order to take advantage of any 
additional hinds that FHWA may not be able to obligate for other states. 

Second, the Recovery Act requires states to give priority to projects that 
can be completed within 3 years and to projects located in economically 
distressed areas (EDA). EDAs are defined by the Public Worl<s and 
Economic Development Act of 1965, as amended, Pennsylvania expects to 
have all of its 242 Recovery Act projects completed within 3 years. 
However, PennDOT officials acknowledged that their first priority was not 
selecting projects that could be completed within 3 years but rather 
getting projects out quickly to spur employment This focus was consistent 
with guidance provided by PennDOT to its planning partners in advance of 
the Recovery Act advising them to develop lists of candidate projects that 
focused on system preservation and could be advanced within 6 months of 
the signing of the legislation. A PennDOT official told us that some of the 
planning partners accelerated this to 3 months. PennDOT officials said 
they were following the direction of the U.S. Department of 
Transportation, which had urged states and metropolitan planning 
organizations to be rea^ to approve projects literally within hours after 
the Recovery Act was signed. 

As of June 26, 2009, $325 million had been obligated for projects in EDAs 
located in Pennsylvania. Ail EDAs in Pennsylvania except for one (Mifflin 
County) had Recoveiy Act highway projects selected and ail non-EDAs in 
Pennsylvania except for one (Elk County) also had Recovery Act prcyects 
selected. PennDOT officials said the one EDA did not have projects 
selected because it did not have “shovel-ready projects.” PennDOT 
officials said both counties had projects selected in ttie regular — that is, 
non-Recovery Act — Federal-Aid Highw^ Program. PennDOT officials 
acknowledged that projects were selected before they had received EDA 
guidance from the U.S. Department of Transportation in late February 
2009. After receiving the guidance, which largely left compliance up to the 
states, PennDOT revisited its project selections and decided to make no 
changes. Options were considered, including taking projects away from 
non-EDAs and awarding projects to EDAs. However, a decision was made 
to “stay the course” since this was believed to provide the greatest 
potential to provide jobs in an expeditious manner. FHWA officials told us 
that they reviewed Penn^lvania’s selection of projects and were 
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comfortable tbat Pennsylvania made a good faith effort to comply with 
giving priority to selecting Recovery Act projects in ED As. 

Finally, the Recovery Act required the Governor of each state to certify 
that the state will maintain the level of spending for the types of 
transportation projects fimded by the Recovery Act that it planned to 
spend the day the Recovery Act was enacted. As part of this certification, 
the Governor of each state is required to identify the amount of funds the 
state planned to expend from state sources as of February 17, 20(^, for the 
period begiiming on that date and extending throu^ September 30, 2010. 
On March 17, 2009, the Governor of Pennsylvania submitted a certification 
that the state would maintain its level of transportation spending as 
required by the Recoveiy Act However, the certification letter contained 
an explanation that the spending estimates were based on the best 
information available at the time of the letter. On April 20, 2009, the U.S. 
Secretary of Transportation informed Pennsylvania that its certification 
did not comply with section 1201 or implementing guidelines. The 
Secretary provided additional guidance on preparing the certification as 
well as an opportunity for Pennsylvania to review and amend its original 
certification by May 22, 20(W. The state submitted an amended 
certification letter on May 20, 2009. According to U.S. Department of 
Transportation officials, the department reviewed Pennsylvania’s 
resubmitted certification letter and concluded that the form of the 
certification was consistent with the additional guidance. 

PennDOT officials noted that the amended level of effort certification 
removed the ori^al condition statement and recalculated planned state 
spending on covered programs on the expenditure basis, not the obligation 
basis, as required by ffie additional federal guidance. PennDOT faced 
several challenges in recalculating its level of effort, such as the lack of a 
cash flow model for expenditures, the use of projected figures for three 
different state fiscal years, and the impact of a possible reduction of 
current financial support for Pennsylvania’s transportation programs from 
the Pennsylvania Turnpike Commission. The recsdculation resulted in the 
total planned state spending on the covered transportation programs 
increasing by $6 million ($2,195 billion in the amended certification 
compared with $2,189 billion in the original certification). The U.S. 
Department of Transportation is currently evaluating whether the states’ 
methods of calculating the amounts that they planned to expend for the 
covered programs are in compliance with Transportation’s guidance. 
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Funding Available for 
Education Remains 
Uncertain Until 
Pennsylvania Adopts 
Its Budget 


As part of our review of Recovery Act education funding, we looked at 
three programs administered by the U.S. Department of Education 
(Education): the.State Fiscal Stabilization Fund (SBBF); Title I, Part A, of 
the Elementary and Secondary Education Act of 1965 (ESEIA); and the 
Individuals with Disabiliti^ Education Act (IDEA), Part B & C. We met 
with Pennsylvania Department of Education officials and visited two 
school districts — ^Harrisburg School District and School District of 
Philadelphia. We selected these districts because they are to receive some 
of the largest ESEA Title I, Part A, Recovery Act suballocations within 
Pennsylvarua and have a number of schools in improvement status. The 
Harrisburg School District has an approximate student enrollment of 
8,000. The School District of Philadelphia is the eighth largest school 
district in the nation and represents about 9 percent of the entire student 
population in the state. The approximate population of the School District 
of Philadelphia is 173,000. 


Pennsylvania’s current budget debate centers on the state basic education 
funding level, and according to state officials, local school districts are 
imable to spend Recovery Act funds until they are appropriated in the 
Pennsylvania budget® State officials said that for the 2008^9 school year, 
Pennsylvania enacted a new school funding formula with “adequacy 
targets” for each school district. The formula is based on the actual 
enrollments, numbers of low-income students and English as a second 
language-learners, the size of the school district, and regional cost 
differences. For fiscal year 2009-10, the Governor’s application for SFSF 
funds proposes to maintain state funding for elementary and secondary 
education at the fiscal year 2008-09 level of about $6.2 billion and use 
$418 million in education stabilization funds for elementary and secondary 
education. In contrast, Sena^ Bill 850 proposes to reduce appropriations 
for state basic education binding for school districts to the fiscal year 
2005-06 level of about $4.5 billion and use $729 million of Recovery Act 
funds for basic education.®' The Senate bill provides about $5.2 billion in 


'®ESEA Title I, Part A requires states accepting funds to, among other things, develop 
academic standanfe and tests, measure student proficiency in certain grades and subjects, 
and determine whether schools are meeting proficiency goals. Schools that fail to meet 
state academic goals for 2 or more years are to be identified for improvement and are 
required to take a series of actions intended to improve student performance. 

^According to state education officials, local schools districts obligate ESEIA Title I, 
Part A and iDElA Recovery Act funds as soon as their ^plications are received in an 
approvable form. 

®'S.B. 850, Gen Assembly of 2009, Reg. Sess. (PA 2009). 
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State basic education to school districts. As shown in figure 2, 

school districts would get die same funding for 2009-10 school year that 
they h^ during 2008-09 school year under Senate Bill 850, but school 
districts would receive an increase in funding under the Governor’s 
budget. 


Figure 2: Pennsylvania Governor’s Budget and State Senate Bill SSO’s Proposed 
Use of Recovery Act Education Stabilization Funds for the 2009''10 School Year 



Dollars ^ bi^jns) 
6 


{ } Stats fiscal stabiliatlon funds 

^1^ State basic sducatton funding 
Source; Slate buCgrt documents and proposed budgets. 


Senate proposes to fund 
state basic educa^on in 
2009-2010 at me 
2005-20(» ievel 


School Districts Are 
Uncertain of State Fiscal 
Stabilization Fund 
Allocations Because of the 
Unresolved Budget 
Situation 


The Recovery Act created a State Fiscal Stabilization Fund (SFSF^ to be 
^iministered by the U.S. Department of Education (Education). Ttie SFSF 
provides fiinds to states to help avoid reductions in education and other 
essential public services. The initial award of SFSF funding requires each 
state to submit an application to Education that provides several 
assurances. These include assurances that the state wiU meet maintenance 
of effort requirements (or it will be able to comply with waiver provisions) 
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and that it ■will implement strategies to meet certain educational 
requirem^ts, including increasing teacher effectiveness, addressing 
inequities in the distribution of highly qualified teachers, and improving 
the quality of state academic standards and assessments. Further, the state 
applications must contain baseline data that demonstrate the state’s 
current status in each of the assurances. States must allocate 81.8 percent 
of their SFSF funds to support education (education stabilization funds), 
and must use the remaining 18.2 percent for public safety and other 
government services, which may include education (government services 
funds). After maintaining state support for education at fiscal year 2006 
levels, states must use education stabilization funds to restore state 
funding to the greater of fiscal year 2008 or 2009 levels for state support to 
school districts or public institutions of higher education (IHE). When 
distributing these funds to school districts, states must use their primary 
education ftmding formulas but maintain discretion in how funds are 
allocated to public IHEs. In general, school districts maintain broad 
discretion in how they can use stabilization funds, but states have some 
ability to direct IHEs in how to use these funds. 

As of June 30, 2009, Pennsylvania had not yet received the initial allocation 
of $1.3 billion of its total $1.9 billion allocation of SFSF funds. The 
Governor submitted a preliminary application to Education for initial 
funding under the SFSF on April 24, 2009, and submitted a final 
application on June 26, 2009. Pennsylvania will file an amended 
application thereafter, if necessary, based on the education provisions of 
the final fiscal year 2009-10 budget. For state fiscal year 2009-10, the 
Governor plans to allocate $953 million, including $418 million for state 
basic education funding; $285 million in onetime grants for elementary and 
secondary schools; $77 million to restore funding for higher education; 
and $173 million for Department of Corrections operations. 

To expedite the 2 q)proval of state basic education funding for 2009-10, the 
Pennsylvania Department of Education directed school districts to submit 
their applications based on two possible budgets. Under the first scenario 
(the Governor’s budget proposal), the state’s basic education funding 
increases by $418 million from the fiscal year 2008-09 level with the 
addition of SFSF money. Under the second scenario (Senate Bill 850), 
state basic education would not increase above the 2008-09 level even with 
the addition of SFSF money. Based on the Governor’s June 2009 proposal, 
the Pennsylvania Department of Education wiU allocate an addition^ $285 
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million in onetime SFSF gr^ts through the ESEA Title I, Part A formula to 
sdtool districts.*® 

Given the Imdget uncertainty, Pennsylvania Department of Education 
ofllcials are uncertain of the ftinding levels for SFSF Recovery Act funds, 
but they have plans to monitor the hmds once they become available. 

State officials are encouraging school districts to use SFSF Recovery Act 
money for onetime expenses like teacher retention bonuses or to 
encourage teachers to take positions in rural or hard-to-fiU school 
districts. The state plans to monitor use of the SFSF Recovery Act funds 
by visiting school districts and examining quarterly and annual reports. 

The state will also monitor the use of SFBF Recovery Act ftinds through 
the Pennsjdvania Accountability to Commonwealth Taxpayers (PA-Pact) 
applications and through a data collection and review proce^.®* The 
Pennsylvania Department of Education is working with the Pennsylvania 
Department of General Services to issue a request for proposal for such 
services. 

As of May 2009, the School District of Philadelphia pl^s to use the SESF 
Recovery Act ^ds to meet the state basic education requirement as well 
as to fund part of Imagine 2014 — the city’s &*year education strategic plan. 
Based on the Governor’s budget proposal, S^F funds would be used for a 
gifted students program, a peer mediation program, and reducing class 
size, among otfier things. A summer school program supported by SESF 
funding is planned to start on July 1, 2009, but school dbtrict officials are 
concerned that any delay in the budget process could force it to push back 
its start date. The school district is moving forward without fun(^g for the 
summer school program because it has to buy supplies, but officials said 
this pute them at risk because they are temporarily borrowing money to 
make these purchases. 

With regard to tracking these funds, the School District of Philadelphia is 
planning to either upgrade its current tracking system or create a new one. 
To assess impact, some SFSF funding will be used to increase the number 


cases where states allocate education STBF funds above restoration amounts, the 
Recovery Act requires these ftinds to be distributed to local educ^on s^encies according 
to die feder^ ESEA Tide I, Part A, formulas. Recovery Act, div. A, tide XTV, § 14{K)2(a)^). 

*^e PA-Pact is a conscdidated application for three Pennsylvama educadcm ftmding 
streams: ^^countability Block G^t, Increase to State Basic Education Fundii^, and the 
Educational Assistance Program- 
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of program monitoring staff. School district officials stated that they need 
final guidance fi:x)m the U.S. Department of Education on performance 
measures and oversight before they can finalize their tracking and impact 
monitoring plan. 

The Harrisbui^ School District has plans to use and track SFBF Recovery 
Act fijnds and measure the results of the spending. As of May 2009, the 
school district plans to use SFSF Recovery Act funds to replace ftmding 
lost fiom other sources, such as federal and state funding. Under the 
Governor’s budget proposal, the school district officiais stated that they 
plan to use SFSF funds to preserve jobs and the alternative education 
program — a program for &CK) students in grades 4-12 who have difficulty 
learning in a traditional classroom setting. To track the SFSF Recovery Act 
funds, school district officials plan to use separate accounting codes. With 
regard to assessing impact, school district officials stated that they have 
not received guidance on the required reporting. The school district does 
have some measures available, however, such as graduation rates, test 
scores, reading assessments, suspension rates, and expulsion rates. In 
addition, school district officials collect data on the number of children 
who leave the alternative school and their success going back to a 
traditional school setting. 


School Districts Cannot 
Spend ESEIA, Title I, Part A 
Flinds Until the State 
Budget Passes 


The Recovery Act provides $10 billion to help local educational agencies 
(LEA) educate dis^vant^ed youth by making additional funds available 
beyond those regularly allocated through ESEA Title I, Part A. The 
Recovery Act requires these additional funds to be distributed through 
states to LEAs using existing federal funding formulas, which target funds 
based on such factors as high concentrations of students from families 
living in poverty. In using the funds, LEAs are required to comply with 
current statutory and regulatory requirements, and must obligate 85 
percent of their fiscal year 2009 funds (including Recovery Act funds) by 
September 30, 2010. Education is advising LEAs to use the ftmds in ways 
that will build their long-term capacity to serve disadvantaged youth, such 
as through providing professional development to teachers. Education 
made the first half of states’ ESEA Title I, Part A, funding available on 
April 1, 2009, with Pennsylvania receiving $200 million of its 
approximately $400 million allocation. 


School districts were to apply for the funds through the Federal Programs 
eGrant system, and ^plications were due on May 15, 2009. Once their 
applications are received in an approvable form, school districts may 
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begin obligatii^ funds, but tbey cannot spend the binds until the General 
Assembly ^propriates the federal funds. 

According to the Pennsylvania Department of Education, none of the 
school districts will receive funds until the fiscal year 2009-10 budget 
pa^es. If new programs are created using Recovery Act dollais, state 
officials said that school districts will have to plan for sust^ability as the 
ESEA Title I, Part A fimding is for only 1 year. Local school district 
nffirials stated that the Recovery Act funds are going to be used to prevent 
them from having to cut educational programs or lay off teachers. 

The School District of Philadelphia has plans to use and track ESEA Title 
I, Part A funds. The school district has been located $162.4 million in 
ESEA Title I, Part A funds, of which $81.2 million has been obligated 
according to officials we interviewed, but no funds can be spent until the 
General Assembly appropriates the federal binds. School district officials 
in Philadelphia plan to use the ESEA Title I, Part A Recovery Act money 
to, among other things, hire counselors to reduce student-to-counselor 
ratios, nin a 4-week summer school program, and help fund an early 
childhood regional center. This early childhood regional center will offer 
initiatives such as screenings to check for developmental delays and 
parent education classes. In terms of tracking and reporting on the use of 
these funds, the School District of Philadelphia is stiU waiting for guidance 
on compliance, waivers, and performance measures. To ensure adequate 
controls over the additional ESEA Title I, Part A binds, the school district 
plans to hire additional giants management and accounting staff. 

The Harrisburg School District has plans to track its ESEA Title I, Part A 
funds. The school district has been allocated $3.7 million in ESEA Title I, 
Part A Recovery Act funds and has obligated all of that money, according 
to officials we interviewed. The Harrisburg School District plans to spend 
all its EISEA Tide I, Part A funds in the first year (2009-10) to pay teacher 
salaries and prevent layoffs. School district officials were not sure of the 
exact requirements for tracking and monitoring these funds, but they do 
not anticipate problems meeting them. While the Harrisburg School 
District received a stimulus guide from the Pennsylvania Department of 
Education, school district officials stated that this document lacked 
specific details and they would like more information on the reporting 
structure and timeline. 

The 2007 Single Audit reports — the most recent available — for the two 
school districts we visited revealed control weaknesses over ESEA Title I 
bmds. In both school districts, auditors found failure to properly remit the 
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interest earned from ESEA Titie 1 cash advances, in Philadelphia, other 
findings included failure to document comparability of services among 
schools, as required under the ESEA Title I program, and concerns with 
mternal controls over payroll processes at 20 percent of the schools in the 
district In Harrisburg, auditors found that the district lacked procedure 
to identify when new accounts were opened and found that the Finance 
Department did not have a culture that prompts staff to question past 
practices, in addition, proper documentation to verify the total number of 
students and low-income students served could not be found, which could 
result in inaccurate allocations under ESEA Title I. 


Recovery Act IDEA, Part B 
& C, Funding Cannot Be 
Spent Until the State 
Budget Passes 


The Recovery Act provided supplemental fimding for programs authorized 
by Part B & C of IDEA, the major federal statute that supports special 
education and related services for infants, toddlers, children, and youth 
with disabilities. Part B includes progi’ams that ensure that preschool and 
school-aged children with disabilities have access to a free and 
appropriate public education, and Part C programs provide early 
intervention and related services for infants and toddlers with disabilities 
or at risk of developing a disability and their families. IDEA funds are 
authorized to states through three grants — Part B preschool-age, Part B 
school-age, and Part C grants for infm\ts and families. States were not 
required to submit an application to Education in order to receive tiie 
initial Recovery Act funding for IDEA, Part B & C (50 percent of the total 
IDEA funding provided in the Recovery Act). States will receive the 
remaining 50 percent by September 30, 2009, after submitting information 
to Education addressing how they will meet Recovery Act accountability 
and reporting requirements. All IDEA Recovery Act funds must be used in 
accordance with IDEA statutory and regulatory requirements. 


Education allocated the first half of states’ IDEA allocations on April 1, 
2009, with Pennsylvania receiving $228 million for aU IDEA programs. The 
largest share of IDEA funding is for the Part B school-aged program for 
children 2 md youth. The stye’s initial allocation was 


• $7 million for Part B preschool grants, 

• $214 million for Part B grants to states for school-^ed chddren and 
youth, and 

• $7 million for Part G grants for infents and femilies for earfy 
intervention services. 

Pennsylvania Department of Education officiais provided their views on 
IDEA spending, tracking funds, and challenges. The officials staled that 
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they wUl track and monitor progress of the school districts and look at 
such measures as test scores, attendance data, behavior data, and other 
relevant data in order to assess progress meeting program goals. With 
regard to challenges tracking the Recovery Act IDEA money, state officials 
expressed concern with the administrative burden. For example, the state 
officials said they are asked to adhere to additional accounting 
requirements and meet wilh federal agencies and auditors to discuss the 
use of Recovery Act hmds. 

The School District of Philadelphia has plans to use and track the IDEA 
Part B Recovery Act funds it receives. Philadelphia vrill receive an initial 
allocation of $24 million and plans to use the IDEA Part B Recovery Act 
money for Imagine 2014 programs, such as professional development for 
teachers, purchasing assistive technology, and hiring coaches to help 
special education teachers. The school district officials stated that Imagine 
2014 is aligned with the goals of IDEA with regard to building edacity and 
placing students in the least restrictive environments. To measure and 
report on the impact of Recovery Act IDEA fimds, the school district plans 
to keep logs of the number of people working, equipment purchased, and 
professional development completed. The newly created jobs will be filled 
by a mix of rehired retired professionals and contractors, according to 
school district officials. School district officials stated that if they are able 
to fully implement the Imagine 2014 programs successfully, they should be 
able to sustain the new jobs through the money saved in future 
educational service. The school district plans to track the money through 
separate account codes. 

For the Harrisburg School District, which will receive an initial allocation 
of $1 million, officials stated that most of the IDEA Part B Recovery Act 
money will be spent in the 2009-10 school year to prevent teacher l^offs. 
They are not sure how they are going to spend some of the money, 
however, as it will depend on the needs of their population. The school 
district officials said that they are encouraged by the state not to use the 
Recovery Act funds for unsustainable comnutments and plan to use the 
money to replace lost federal and state funds. Still, they plan to use the 
funds to prevent layoffs in the upcoming school year wiffiout a clear plan 
of sustainability for funding these jobs beyond the 2009-10 school year. 

For IDEIA Part C, Permsylvania has plans to use and track Recovery Act 
funds for the irrfant and toddler ear^f intervention program and for the 
preschool early intervention program. Pennsylvania will receive 
$14.2 million in total Recovery Act funds for the infant and toddler early 
intervention program. The state officials said they plan to use a total of 
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$13.2 million for direct service delivery and $1 million on their early 
childhood integrated data system. For the preschool early intervention 
program, Pennsylvania will receive a total of $43.5 million in Recovery Act 
funds. The state plans to use $7 million for direct services in fiscd year 
2008-09, $14.8 million in fiscal year 2009-10, and $8.8 million in fiscal year 
2010-11. Almost $9 million will be spent on assistive technology and 
$4 million on the early childhood integrated data system over toe next 2 
years. To account for the IDEA Part C Recovery Act money, state officials 
said they plan to use separate accounting codes to track toe Recovery Act 
funding along with their established monitoring procedures. Overall, state 
officials said that the school districts are generally prepared for the 
additional compliance requirements. 


Pennsylvania Has 
Developed a Plan for 
Its Recovery Act 
Weatherization 
Assistance Program 


The Recovery Act appropriated $5 billion for the Weatherization 
Assistance Program, administered by the U.S. Department of Energy 
(DOE) through each of the states and the District of Columbia.^ This 
funding is a significant addition to the annual appropriations for the 
weatherization program that have been about $225 million per year in 
recent years. The program is designed to reduce toe utility bills of low- 
income households by making long-term energy efficiency improvements 
to homes by, for example, installing insulation, sealing leaks around doors 
and windows, or modernizing heating equipment and air circulating fans. 
During toe past 32 years, toe Weatherization Assistance Program has 
assisted more than 6.2 million low-income families. According to DOE, by 
reducing the utility bills of low-income households instead of offering aid, 
the Weatherization A^istance Program reduces their dependency by 
allowing these funds to be spent on more pressing femily needs. 


DOE allocates weatherization funds among the states and the District of 
Columbia using a formula based on low-income households, climate 
conditions, and residential energy expenditures by low-income 
households. DOE required each state to submit an application as a basis 
for providing the first 10 percent of Recovery Act allocation. DOE will 
provide toe next 40 percent of funds to a state once the department has 
approved its state plan, which outlines, among other things, its plans for 
using toe weatherization funds and for monitoring and measuring 


^*DOE also allocates funds to American Samoa, the Conunonwealth of Puerto Rico, the 
Commonwealth of the Northern Mariana Islands, Guam, the Virgin Islands, the Navajo 
Indian tribe, and the Northern Arapahoe Indian tribe. 
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performance. DOEpIaws to release tJne final 50 percent of the ftmding to 
each st^e based on the department’s progr^ reviews examining each 
state’s performance m spending its first 50 percent of the funds and the 
state’s compliance with the Recovery Act’s reporting and other 
requirements. 


Pennsylvania Will Keceive 
a Large Increase in 
Weatherlzation Funding 
and Has Developed Plans 
and Established Goals for 
the Program 


DOE allocated to Pennsylvania $252.8 million for tl\e Recovery Act 
Weatherization Assistance Program for a 3-year period. This amount is 
more than seven times larger than Pennsylvania's weatherization progr^ 
for fiscal year 2008-09. Pennsylvania’s Department of Community and 
Economic Development (DCED)> which is responsible for administering 
the program, will disburse the funds through 42 implementing entities, 
such as private firms and nonprofit organizations, toat implement its 
current weatherization activities. On March 12, DCED received a F\indmg 
Opportunity Announcement from DOE identifying and explaining the 
initial application process, DCED submitted its application for ftmding 
on March 23. DCED subsequently received ^ditional guidance via phone, 
e-mail, and regional conference calls for the development of its 
Weatherization Program Plan, which it then developed and submitted to 
DOE on May 12. DCED expects DOE to verify that tiie state’s plan meets 
requirements provided in its guidance, and that DOE will approve the plan 
within 60 days of the May 12 submission date. DCED officials also noted 
that clear guidance is ne^ed on the applic^ion of the Davis-Bacon Act® 
The officials added that agencies could have difficulty tracking the number 
of hours worked by employees who perfoim tasks at both prevailing wage 
and non-prevailing wage r^es. 


On March 27, 2009, DOE provided the initial 10 percent allocation 
(^proximately $25.3 milfion) to Pennsyivania. As of June 30, 2009, the 
Pennsylvania General Assembly had not enacted a budget providing 
appropriation authority, so DCED had not obligated or spent any of its 
Recovery Act funds. DCED plans to use its initial allocation for "ramping 
up" for the Recovery Act program, including platming for training and 
hiring additional staff, because DOE guidsmce received on April 10, 2009, 
prohibited using any of the initial 10 percent for actual weatherization 


Recovery Act requires ^ laborers and medianics employ by contractors and 
subcontractors on Recovery Act jsrc^ts to be paid at least the prevaiMng wages as 
detennincd undCT the Davis-Bacon Act, Recovery Act, dlv. A, title XVI, § 1606. Under the 
Davis-Bacon Act, die U.S. Department of Labor determines the prevailing wage for projects 
of a amilar character in the locality. 40 U.S.C. §§ 3141-3148. 
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production activities. However, on June 9, 2009, DOE issued revised 
guidance lifting ttus limitation to allow states to provide funds for 
production activities to local agencies that previously provided service 
and are included in state Recovery Act plans. DCED expects to receive an 
additional 40 percent of the funding shortly after the plan is approved and 
Pennsylvania’s General A^mbly approves the state’s annual budget for 
the fiscal year starting July 1, 2009. 

As stated in the Recovery Act weatherization plan submitted to DOE for 
review and approval, DCED’s goals for the Recovery Act funds include 
reducing energy usage by the e{^valent of powering about 7,000 homes 
per jrear, weatherizing at least 29,700 houses, and employing an estimated 
940 people. Of the total $252.8 million the state will receive, the planned 
allocation is $224.6 million for weatherization production, $20 million for 
training and technical assistance, and $8.3 million for DCED to cover its 
costs for program management, oversight, reporting, and administration. 


Pennsylvania Is Using 
WIA Youth Recovery 
Act Funds to Create 
Summer Jobs 


The Recovery Act provides an additional $1.2 billion in funds nationwide 
for the Workforce Investment Act (WIA) Youth program to facilitate the 
employment and training of youth. The WIA Youth program is designed to 
provide low-income in-school and out-of-school youth ages 14 to 21, who 
have additional barriers to success, with services that lead to educational 
achievement and succ^fiil employment, among other goals. The 
Recovery Act extended eligibility through age 24 for youth receiving 
services funded by the act. In addition, the Recovery Act provided that of 
the WIA Youth performance measures, only the work readiness measure is 
required to assess the effectiveness of summer only employment for youth 
served with Recovery Act funds. Within the parameters set forth in federal 
agency guidance, local areas may determine the methodology for 
measuring work readiness gains. The program is administered by the U.S. 
Department of Labor, and fimds are distributed to states based upon a 
statutory formula; states, in turn, distribute at least 85 percent of the funds 
to local areas, reserving up to 15 percent for statewide activities. The local 
areas, through their local workforce investment boards, have flexibility to 
decide how they will use these funds to provide required services. Ih the 
conference report accompanying the bill that became the Recovery Act,^® 
the coitierees stated that they were particularly interested in states using 
these funds to create summer employment opportunities for youth. 


“H.R. Rep. No. 1 11-16, at 448 (2009). 
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Summer employment may include miy set of allowable WIA Youth 
activities — such as tutoring and study skills training, occupatlonai skills 
training, and supportive services — as long as it also includes a work 
experience component. Work experience may be provided at public 
sector, private sector, or nonprofit work sites. The work sites must meet 
safety guidelines and federal/state wage laws.^^ 

The Penn^lvania Department of Labor and Industry (L&I) administers 
Peimsylvania’s WIA Youth program through local areas. Pennsylvania’s 67 
counties are divided into 23 local workforce investment areas, each led by 
a Workforce Investment Board whose purpose is to support the l^or and 
job training demands of industries and help students, job seekers, and 
incumbent workers acquire skills and attain rewarding, family-sustaining 
jobs. Workforce investment areas vary widely in the geogr£q)hic area 
served, ranging from one that serves only the City of Pittsburgh to a 
regional area that serves nine counties. Programs and services may also 
vary within and among local areas. In 2008, 7 of Pennsylvania’s 23 local 
workforce areas — ^Allegheny, Central Coimties, Northwest Counties, 
Philadelphia, Httsbur^, Pocono Counti^, and Westmoreland/Fayette^ — 
had extensive stand-alone summer youth programs, and 2,205 youth were 
served statewide. 


Pennsylvania Has 
Developed Plans for 
Summer Youth 
Employment Activities, 
Allocated Funds to Local 
Area Agencies, and 
Enrolled Youth in the 
Programs 


Pennsylvania was allotted $40.6 million in WTA Youth funds under the 
Recovery Act and has enrolled youth in summer programs. L&I allocated 
$34.6 million (85 percent) to the 23 local areas for the WIA Youth program, 
but only 40 percent of the allocations were available for the local boards to 
spend before July 1, 20C^. Pennsylvania officials expect the balance to be 
available on or July 1 when they expect Pennsylvania to enact its 
state budget. L&I retained $6 million (16 percent) at the state level for 
possible statewide activities, such as incentive grants to encourage best 
practices. As of June 30, ^09, L&I had expended $1.3 million for all WIA 


^Current federal wage law specifies a minimum wage of $6.65 per hoxir untU July 24, 2009, 
when it becomes $7.25 per hour. Where federal and state law have different minimum wage 
rates, employers must comply with both, which means paying wages at the higher rate. 

^^e Central regional board includes Centre, Clinton, Colombia, Incoming, Mifflin, 
Montour, Northumberland, Snyder, mid Union counties. The Northwest regions board 
includes Clarion, Crawford, Erie, Forest, Venango, and Warren counties. The Pocono 
regional board includes Carbon, Monroe, Pike, and Wayne counties. The city of 
Philadelphia is a countywide city. TTie city of Pittsburgh and the remainder of Allegheny 
County are two separate local workforce areas served by one workforce investment board. 
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Youth program activities. Local boards’ funds will be available to spend on 
or after July 1, 2009, when the Pennsylvania General Assembly and 
Governor are expected to pass the fiscal ye^ 2009-10 budget. 

Pennsylvania did not set an overall target number of youths to be served in 
summer youth employment activities, and L&I instead issued guidance in 
April 2009 directing local areas that they were expected to spend more 
than 50 percent of the Re<X)very Act WIA Youth ftmds by the end of 
September 2009. In May 20(^, L&I requested that each local board submit 
its Recovery Act implementation strategy plan by June 5, 2009. Based on 
the local boards’ plans, the 23 local areas plan to spend 70 to 90 percent of 
their allocations and serve ^proximately 8,700 youth. As of June 19, 2009, 
the local boards reported to L&I that 4,678 youth — ^including 293 youth 
ages 22 to 24 — ^were enrolled in summer programs. L&I officials said that 
they expected enrollment to rise dramatically later in June once the school 
year ends. 


Pennsylvania Has 
Developed Plans for 
Overseeing the Summer 
Youth Program, but Faces 
Potential Challenges in 
Program Management and 
Youth Recruitment 


At the state-level, L&I has existing systems for tracking and reporting 
financial and program activities for WIA funds and established additional 
mechanisms for monitoring the summer youth employment activities. L&I 
increased its program oversight staffing by adding a director and three 
staff persons who will monitor financial and program performance of 
providers that implement the program. The monitoring will also entail 
frequent visits to providers’ facilities and project sites. As of June 2009, 
L&I officials were confident that the reporting processes that they are 
putting in place will be more than adequate to track the funding as 
required by the U.S. Department of Labor. L&I officials anticipate that the 
Recovery Act reporting requirements will be incorporated into their 
existing Commonwealth Workforce Development system for the August 
2009 and subsequent reports. Because the U.S. Department of Labor 
guidance was received late in May 2009, however, L&I officials said that 
local areas will need to report summer youth employment data manually 
via a spreadsheet to meet the first reporting deadline of July 15, 2009. 


Several challenges may affect the successful implementation of summer 
youth employment activities. L&I officials stated that initial planning for 
the increased Recovery Act program activities had been difficult because 
of the state government’s overall hiring freeze in Pennsylvania. However, 
L&I was able to obtain a waiver to hire term employees to help with 
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monitoring and ate visits.® L&I officials had been concerned that weak 
economic conditions in Pennsylvania might make it difficult to find 
eU^ble work sites at which to place youth paiticipmits and were pleased 
wid\ ttie af^roximately 8,700 placements planned by the local boanls. L&I 
officials said that ^rving you^ ages 18 to 24 who are out of school and 
disconnected from employment remains a concern statewide. The 
population of out-of-school youth represents 32 percent of enrollments as 
of June 19, 20(^. L&i officials said that they plan to use a portion of 
jRecoveiy Act WlA Youth ftmds retained by the state for incentive grants to 
encourage best practices in serving this age group. 


Philadelphia and South 
Central Pennsylvania Have 
Developed Plans for tlte 
Summer Youth Program, 
but Financial Management 
and Other Issues May 
Present Challenges 


We visited two local area agencies — the Philadelphia Workforce 
Investment Board and the South Cenfral Workforce Investment Board — 
to determine their plans for and status in implementing the summer youth 
programs using Recovery Act WIA Youth funds. We selected the 
Philadelphia local board because it received the largest Recovery Act WIA 
Youtti allocation in Pennsylvania and it had a summer youth program in 
2008. The Philadelphia local board is authorized to spend nearly $3 mfilion 
of its $7.4 million location (representing more tiiati 20 percent of the 
state allotment). We selected the South Central local board — located in 
Harrisbuig and serving eight neighboring counties in the region — because 
it did not have an extensive stand-alone summer youth progrant in 2008.® 
The South Cenfral regional board is authorized to spend nearly $625,000 Of 
its $1.6 million allocation. State officials expected the Philadelphia and 
South CJentral boards to receive the remaining 60 percent of their 
allocations on or about July 1, 2009, when they expected Pennsylvania to 
enact its state budget 


Using Recovery Act WIA Youth ftmds, the Philadelphia local board plans 
to serve 2,533 youth participants — 1,200 more than it served in 2008 with 
WIA funds — and the South Central board plans to serve 500 youth. 
Officials we interviewed at both these local area agencies were confident 
of meeting their targets. Both local areas we visited had developed 
program plans and were in the process of recruiting and enrolling youth. 
According to data reported to L&I as of June 19, 2009, South Central had 
enioUed 255 youth, including 40 youth ages 22 to 24, and Philadelphia had 


®Two persons have already been hired and are currently on board. 

South Central regional board serves Adams, Cumberiand, Dauphin, FVmiMin, Juniata, 
i4?banon, Perry, and York counties. 
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enrolled 1,732 yo«&, inchiding 27 youth ages 22 to 24. Both local areas we 
visited stated tlmt dtey would monitor the program closely using their 
exisdr^ oveisi^t systems and personnel Nei^er local area we visited 
needed to request a waiver from the U.S. Department of Labor of existmg 
requirements for procuring youth services. Neither plans to extend the 
program to older youth beyond September but, rather, will attempt to 
integrate older youth into their year-round programs. 

The Philadelphia local area program will be administered by the 
Philadelphia Youth Network (PYN), a local nonprofit organization that has 
been involved in summer youth employment activities since the 1990s. For 
its 2008 summer youth program, PYN spent approximately $10 milMon 
serving 7,960 youth using WlA and a variety of other fimds. The 
Philadelphia local area program includes a variety of activities, such as 
academic immereion, corporate internships, and work experiences, all of 
which are tailored to various age groups. To attract youth aged 21 to 24 in 
the Philadelphia local area, PYN has a process to build opportunities that 
combine education, job placement, and occupation^ skills specifically 
focused on this age group. Philadelphia pirns to deliver progrmns at 259 
work sites using 38 providers. Planned work sites included those with 
green jobs, such as an urban agricultural project where crops will be 
grown and sold locally, and a training program focused on tiie importance 
of recycling. As It has done in prior years’ programs, the Philadelphia local 
area plans to measure skill gains in seven work readiness areas, such as 
verbal communication, hygiene, and timeliness. PYN is re^onsible for 
payroll and recruitment of youth and sites, and will pay youth with 
automatic deposits from providers using a debit card system. 

The South Central local area faces some potential challenges. It did not 
have a separate summer youth program and served 31 youth in 2008, but 
will directly administer its program through four provider at seven work 
sites in the eight-counti?^ region. As of May 2009, South Central officials 
were uncertain of some program activities, but said that they are planning 
to include green jobs in the program. Soutii Central will measure the 
success of the program by tracking the number of youth who complete the 
program and their job re^imess credentiala Officials in the South Cenfral 
area stated that identifying youth in the 21- to 24-y ear-old category is 
difficult and that their preference would be to have a comprehensive year- 
round program to address the challenges of assisting older youth. 
Providers in the South Central local area will be responsible for paying 
youtir participants and will do so with either stipends or checks for wages 
earned. South Central local area officials noted several concerns; 
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• They were hindered by the short time frame they had to plan and train 
for the program, especially since they had not had the experience of 
carrying out a summer youth program in 2008. 

• Some youth in rural areas face difficulty participating because of the 
lack of public transportation. 

• “Green jobs” is not clearly defined. For example, they were not certain 
whether a youth working in a plastics factory that makes parts for a 
windmill is performing a green job. 

Officials in both local areas noted that they had experienced difficulties 
obtaining and verifying applicants’ eligibility requirements, such as family 
income level and proper identification. Both local areas cited the eligibility 
process as a mgjor barrier to the success of the program. Specifically, 
officials in die Philadelphia local area agency noted three challenges: 

• Earnings by a youth in the summer program — in addition to other 
earnings during the year — could increase the family’s income to an 
amount that could make the family ineligible for food stamps and or 
welfare. 

• Some parents are reluctant to allow the youth to take Social Security 
cards and payroll records to an enrollment location, fearing loss or 
theft. 

• Some youth ^pUcants whose parents had recently lost their jobs were 
not eligible for the program because eligibility is based on income 
earned during the period prior to dislocation. 

Officials in both local areas we visited anticipated other challenges, such 
as the following: 

• Some providers, particularly small not-for-profit organizations, may 
have (hfficulty obtaining sufficient cash to meet payrolls on time. 
However, both local areas were working with local financial and offier 
institutions in an effort to avoid this situation. 

• At the time of our visits in May 2009, officials in both areas said that 
they were unsure of the reporting requirements for Recovery Act ftmds 
and were wsuting for additional guidance fix)m the U.S. Department of 
Labor. 
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• It is still unclear whether they will be able to find placements for youth 
in some types of employment because otoer workeis in the area are 
cunentiy laid off. 


Pennsylvania 
Completed Planning 
and Is Soliciting Local 
Projects to Use State 
Justice Assistance 
Grant Funds 


The Edward Byrne Memorial Justice Assistance Grant (JAG) program 
within the Department of Justice’s Bureau of Justice Assistance (BJA) 
provides federal grants to state and local governments for law 
enforcement and other criminal justice activities, such as crime prevention 
and domestic violence programs, corrections, treatment, justice 
information sharing initiatives, and victims’ services. Under the Recovery 
Act, an additional $2 billion in gr^ts are avail^le to state and local 
governments for such activities, using the rules and structure of the 
existing JAG program. The level of funding is formula based and is 
determined by a combination of crime and population statistics. Using this 
formula, 60 percent of a state’s JAG allocation is awarded by BJA directly 
to the state, which must in turn allocate a formula-based share of those 
funds to local governments within the state. The remaining 40 percent of 
ftinds is awarded directly by BJA to eligible units of local government 
within the state.’* The total JAG allocation for Pennsylvania state and local 
governments under the Recovery Act is about $72.4 million, a significant 
increase ffora the fiscal year 2008 allocation of about $5.5 million. 


Pennsylv^a was awarded $45.5 miUion and had not obligated or 
expended any of the JAG funds as of June 30, 2009.® According to the 
application the Pennsylvania Commission on Crime and Delinquency® 
submitted for its state award, some of the criminal justice initiatives the 
commission plans to fund include criminal records improvement, data 
management projects focusing on technology, law enforcement, public 
awareness of victim compensation and services, assistance with local 


’*We did not review those ftmds awarded directly to local governments in this repeat, 
because the Bureau of Justice Assistance’s solicitation for local governments dcsed on 
June 17. 

“Due to rounding, this number may not exactly equal 60 percent of the total JAG award. 

“The Pennsylvania Commission on Crime and Delinquency is the state administering 
agency for JAG in Pennsylvania. The Conmussion consists of representadves from all 
aspects of criminal justice, including Pennsylvania's Attorney General, State Police 
CommissiOTer, Welfare Department Secretary, Department of Corrections Secretmy, 
members of the General Assembly, Governor's Victim Advocate, law enforcement 
representatives, victims’ services practitioners, a judge, a prosecutor, a prison warden, a 
county government official, other local criming jxistice poUcy mahers and knowledgeable 
private citizens. 
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criminal justice strategic planning, improvements in data collection and 
program eraluadon, gun violence reduction, mental health initiatives, and 
training. The initiatives are in areas where Pennsylvania would like to 
make significant improvements, according to the application. For 
example, the application identifies alternatives to detention for nonviolent 
adult offendere to address issues related to prison or detention 
overutilization. The initiatives expand existing efforts as well as include 
some new projects. The commission chose to focus more on initiatives 
already in place rather than experiment with many new initiatives, 
according to a commission officid. The Governor’s office approved the 
plan for Pennsylvania’s allocation, which was followed by the 
commission’s ^proval on June 9, 2009. Peni^lvania plans to issue 
several requests for JAG proposals, each with a different focus, at different 
times throughout the 2-year funding period. The first request soliciting 
proposals was released on Jime 18, 2009, with an application deadline of 
July 24, 2009. The request, in an effort to increase the efficiency and 
ftmctioning of the juvenile justice system, seeks to ftmd assistant public 
defenders and assistant district attorneys to process juvenile cases. 

Pennsylvania officials administering the program have concerns about 
subrecipients meeting r^>orting requirements under tight time frames, and 
stated that many may likely lack experience administering JAG funding. 
Furthermore, these officials said that existing subrecipients will have to 
quickly adjust to new requirements. To help introduce the reporting 
requirements, Pennsylvania plans to hold training sessions for 
subrecipients, and will ask those subrecipients to self-certify their 
capability to meet these reporting requirements. To aid in monitoring, the 
Commission on Crime and Delinquency receives quarterly fiscal and 
program reports on JAG subrecipients. Commission staff review the 
reports and use phone outreach to each subrecipient at least quarterly. 

The commission plans to hire term employees to help existing staff, but 
officials were unsure of upcoming workloads and whether they would be 
doing on-site visits for new subrecipients. 
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Local Housing PubUc Housing Coital Fund provides formula-based grant ftmds 

. , ” . directly to public housing agencies to improve the phj^cai condition of 

Authorities Receive their properties; for the development, financing, and modernization of 
Capital Fund Formula hm^ng developments; and for management improvements.®^ The 

^ Recovery Act requires the U.S. Department of Housing and Urban 

GrrantS Development (HUD) to allocs $3 billion throu^ the Public Housing 

Capital Fund to public housing agencies using the same formula for 
amounts made available in fiscal year 2008. Recovery Act requirements 
specify that public housing agencies must obligate fimds within I year of 
the date they are made available to public housing agencies, expend at 
least ^ percent of funds within 2 years of that date, and expend 100 
percent of the ftinds within 3 years of that date. Public housing agencies 
are expected to give priority to projects that can award contracts based on 
bids within 120 days from the date the funds are made available, as well as 
projects that rehabilitate vacant units, or those already under way or 
included in the required 5-year coital fund plans. HUD is also required to 
award $1 billion to housing agencies based on competition for priority 
investments, including investments that leverage private sector 
funding/financmg for renovations and energy conservation retrofit 
investments. On May 7, 2009, HUD issued its Notice of Funding Availability 
that describes the competitive process, criteria for applications, and time 
frames for submitting applications,” 

Pennsylvania has 82 public housing agencies th^ have received in total 
$212.2 million in Public Housing Capital Fund formula grant awards. As 
shown in figure 3, 42 public housing agencies in Pennsylvania have 
obligated $5.8 million and 30 public housing agencies have drawn down 
$1 million, as of June 20, 2009. In Pennsylvania, we visited two public 
housing agencies — Harrisburg Housing Authority and Philadelphia 
Housing Authority. We selected these two because Philadelphia received 
the largest Public Housing Coital Fund formula grant allocation 
($90.6 million) in Pennsyh'ania and Harrisburg received the fifth largest 
($4.4 million); their awards amount to nearly 45 percent of Penn^lvania’s 
Recovery Act Public Housing Capital Fund formula grants. 


^Public housing agencies receive money directly from the federal government (JIUD). 
Funds awarded to the public hoas&ig agencies do not pass througli die state budget 

®HUD released a revised Notice of Funding Availability for competitive awards on June 3, 
2009. The revision included change! and clarifications to the criteria and time frames for 
application and to funding limits. 
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Figure 3: Percentage of Public Housing Capital Funds Allocated by HUD That Have Been Obligated and Drawn Down In 
Pennsylvania 


Funds obligated by KUD 




$213,155,156 


Funds obligated 
by public housing agencies 


2.7% 



Funds drawn down 
by public housing agencies 


0.5% 




SoufC«:eAOar>a(y«isorHlH> dale. 


The Harrisburg Housing Authority had obligated $662,779, or 15 percent of 
its $4.4 million, and had drawn down $48,097 as of June 20, 2009. To date, 
the authority has awarded contracts for architectural and engineering 
services and expects to award additional contracts over the summer. 
Hanisbuig Housing Authority officials did not expect to have any 
problems meeting the time frames for obligating and expending Recovery 
Act funds. 


The Harrisburg Housing Authority plans to use $2.4 million (54 percent) to 
rebuild the interiors and add porch facades to two 1940s-era buildings 
containing 28 mostly vacant units (see fig. 4). After reconfiguration, the 
buildings will have 17 units, some of which will be accessible for pereons 
with disabilities. At a i20-uiut high-rise property for seniors, the 
Harrisburg Housing Authority plans to use $1.2 million (27 percent) to 
upgrade the Idtchens with new cabinets, countertops, and enei^ star 
appliances; upgrade electrical service; and recarpet and paint tlie 
authori^'s offices. Harrisburg officials estimated that tiiese two projects 
would start in the summer of 2009 md be completed in 12 to 18 months. 
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The balance of the funds will be used to replace old boilers with energy- 
efficient equipment at four properties and repaving. 


Figure 4: A 1940s-Era SuiNfmg in Harrisburg, Pennsylvania, to Be Renovated 



The Philadelphia Housing Authority received HUD approval of its 
Recovery Act plan on June 4, 2009, and had not obligated or drawn down 
any of its $90.6 million award as of June 20, 2009. Philadelphia Housing 
Authority officials did not expect to have any problems meeting the time 
frames for obligating and expenttog Recovery Act ftmds. 

The Philadelphia Housing Authority plans to use nearly 70 percent of its 
funds to rehabilitate existing \mits or build new units. First, the authority 
will use $29.3 million to rehabilitate 300 vacant units at scattered sites (see 
fig. 5). This work — which will start in June 2009 at some sites — will 
include new kitchens and bathrooms; electrical upgrades, as needed; and 
new roofe, windows, doors, and energy-efficient heating equipment 
Second, $12.5 million will be used to construct 26 new two-story four-unit 
complexes ^cessibie for persons with disabilities on vacant land owned 
by tire authority. Third, the Philadelphia Housing Authority plans to use 
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$14.6 million to rebuild 53 units and install new elevators and mechanical 
sj^tems in a midrise senior building that is currently vacant because of 
severe fire damage sustained in 2004. This building will include a “green” 
roof to manage water runoff, energr star appliances, and energy-efficient 
water he^rs. Fourth, the Philadelphia Housing Authority plans to use 
about $6 million to rehabilitate or build 23 houses to complete the 
remaining blitted block on Markoe Street (see fig. 6).®® The balance of the 
funds (31 percent) will be used to upgrade or replace energy and 
mechanical systems at g^proximately 31 buildings to reduce energy 
consumption and upgrade sprinkler standpipes in 18 high-rise buildings to 
meet fire safety codes. Most projects me estimated to start in the fail of 
2009 and be complete by March 2012. 


*Markoe Street is part of the Mill Creek Revitalization Project, which was spread out over 
a 20-biock radius and involved tejuing down old high-rise buildings and developing new 
housing units at a lower rate of concentration. 
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Figure 5: Two of the Vacant Units at Scattered Sites in Philadelphia, Pennsylvania, to Be Rehabilitated 



source; r^aoeipme Housrn^ Auinomy. 
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Figure 6: Part of Markoe Street to Be Developed in the Mlil Creek Revitaii^tion 
Project in Philad^phia, Pennsylvania 



SouKM; PhAsKM^ia Housing Auihoitiy. 


According to ofEcials we interviewed, both public housing agencies gave 
priority to projects that rehabilitate vacant units. According to 
Philadelphia Housing Authority officials, improvements to vacant units 
scattered through the city not only create affordable housing but can also 
reduce blight and improve property values of entire blocks. Harrisburg 
Housing Authority officials said that they also considered whether projects 
would create jobs in the short term. For example, Harrisburg chose not to 
rebuild additional buildings at the 1940-era complex because staging 
logistics (i.e., how many dumpsters and constniction traiieis fit on-site) 
meant ffiat only a limited number of buildings can be under renovation at 
one time. Instead, Harrisburg officials selected a mix of Recovery Act 
projects, including paving, plumbing, and kitchen cabinet replacement, 
that could start sooner and create more jobs in the short term. 

The officiate we interviewed also stated that they have given priority to 
projects already included in their 5-year plans and that they could award 
contracts based on bids within 120 days of the date that funds were made 
available. Harrisburg officiate said that all of their projects were included 
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in their 5-year plan, and Philadelphia Housing Audiority officials said that 
they selected pityects from their 5-year plan or received authority from 
their board to select projects outside of the current plan. The Philadelphia 
Housing Authority smd that it also gave priority to projects that involve 
energy conservation retrofits. As of June 4, 2009, the Philadelphia Housing 
Authority was waiting for HUD approval of its development plans for the 
scattered sites and for any environmental reviews. 

According to officials we interviewed, the two local housing s^encies we 
visited will use HUD’s Electronic Line of Credit Control System to 
separately code and track Recovery Act fimds. Harrisburg Housing 
Authority officials said that they initially had problems using this system 
because of difficulties in accessing the Central Contractor Registration 
(CCR) Web site to obtain a Data Universal Numbering System (DUNS) 
number and that it took several weeks to obtain a response from CCR with 
their DUNS number needed to access the HUD system. Harrisburg 
Housing Authority officials anticipated some challenges in separately 
tracking Recoveiy Act fimds. At one complex where renovations were 
already imder way with HUD funding, officials said that they chose to 
renovate separate buildings to minimize tracking problems. Also, 
Harrisburg officials said that staff will keep time sheets to track 
administrative costs for Recovery Act activity. Philadelphia Housing 
Authority officials said that Recovery Act fimds would be tracked in a 
separate fimd and that expenditures would be tracked by the specific 
project and site where fimds were spent. 


Pennsylvania Has 
Taken Steps to Track 
Recoveiy Act Funds 
and Assess Risks, and 
Oversight Plans 
Continue to Evolve 


Pennsylvania has an enterprise resource planning (ERP) system that is 
used by all state s^encies to account for federal and st^e funding, and this 
integrated accounting system will be used to track Recoveiy Act ffinds.®'' 
To accommodate the Recoveiy Act, on March 10, 2009, Pennsylvania’s 
Budget Office issued mi administrative circular to all agencies under the 
Governor’s jurisdiction describing the specific accounting codes tiiey must 
use to separately identify the expenditure of Recovery Act fimds. As of 
June 9, 2009, the Office of Comptroller Operations has established 102 
unique accounting codes to be used for tracking Recovery Act receipts, 
obligations, expenditures, and available balances by appropriation or 


ERP solution is an automated system using commercial off-the-shelf software and 
consisting of multiple, integrated functional modules that perform a vmiety of tasks, such 
as accounts payj^le, general ledger accounting, and grant management. 
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grant. State officials reported that the state would not track or report 
Recovery Act funds that go straight from the federal government to 
localities and other entities, such as public housing authorities. 

According to the Secretjuy of the Budget and her staff, in addition to 
tracking funds by appropriation and by grant or project, Pennsylvania’s 
ERP system allows for electronic work flows to document transaction 
review and approval. For example, Pennsylvania issues bids electronically 
£md suppliers submit quotations through an online portal. The ERP system 
contains controls to check that proper approvals are obtained prior to 
posting bid and award documents. The ERP system controls are intended 
to provide segregation of duties to reduce the risk of fraud and ensure that 
Pennsylvania pajre no more than what was appropriated and agreed by 
contract or grant ^reement. As we reported in April, auditors found 
weaknesses in segregating duties among staff and monitoring user 
activities to reduce the risk of inappropriate changes to accounting data or 
misappropriation of assets. Pennsylvania’s Secretary of the Budget told us 
that to nutigate this risk, internal auditors now are to work closely with 
the Office of Administration and the Office of Information Technology on 
all new system changes to ensure that internal controls are buUt into the 
application. Pre-audit controls include (1) the Office of Comptroller 
Operations reviews supporting documentation, including fully executed 
contracts and grant agreements before initiating transactions for payment, 
and (2) Pennsylvania’s Treasurer’s Office reviews the supporting 
documentation before payments are processed. 

Beyond the ERP system and the pre-audits, officials in Pennsylvania’s 
Office of the Budget said they do not have a single commonwealth-wide 
program of internal controls. Instead, the Office of Administration issues 
overarching guidance — the state procurement manual, administrative 
circulars such as the one on Recovery Act fund tracking, and management 
directives — and program agencies are responsible for the specific system 
controls. Those controls are subject to audit by the newly created Bureau 
of Audits within the Office of the Budget. 


Pennsylvania Is Taking 
Steps to Assess Risks and 
Focus Attention on 
Resolving Single Audit 
Report Findings 


In June 2009, the Bureau of Audits completed its risk assessment of about 
90 programs receiving Recovery Act funds and designated each program 
as high, medium, or low risk. Bureau of Audits officials said that they 
assessed the risk levels using the 5 accountability standards, the 11 risk 
factors outlined in the Office of Management and Budget’s (OMB) 
implementing guidance for the Recovery Act, and 2 additional risk factors 
added by the Bureau of Audits that they believed to be necessary to 
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adequately assess risk in the Pennsylvania programs. In addition, bureau 
staff reviewed previous audit finding and met with f^ency officials to 
discuss their risk factors. According to Bureau of Audits officials, the 
common Single Audit report findings in Penr^ylvania for Recovery Act 
programs are inadequate subrecipient reporting, inadequate supporting 
documentation for expenditures, and inadequate support for required 
federal reports. 

The bureau plans to evaluate the programs, including the 15 programs 
designated as high risk, to determine priorities for its fiscal year 2009-10 
audit plan. Throughout fisced year 2009-10, Bureau staff plan to meet with 
the agencies about risk self-assessments so that each agency can identify 
its specific risks and outline a plan to manage and mitigate those risks. At 
this time, the Bureau of Audits has not asse^ed subrecipient riste. For 
those Recovery Act programs on its audit plan, the Bureau of Audits can 
draw on its Single Audit review unit — a repository of Single Audit reports 
for Pennsylvania school districts and municipalities — to identify high-risk 
subrecipients. 

The Bureau of Audits plans to focus on resolving single audit findings and 
reducing the number of repeat findings. As part of its risk assessments, 
bureau staff created a matrix to highlight repeat findings in Pennsylvania’s 
fiscal year 2007 Single Audit report and identify areas where corrective 
actions have been taken. Some repeat findings were referred to the Bureau 
of Quality Assurance, which vrill follow up with affected agencies on their 
corrective actions. According to the Bureau of Audits, agencies should 
have already implemented corrective action plans and be working with 
federal ^encies to resolve any audit findings from 2006 or earlier. To 
ensure that senior managers are aware of audit findings and set the tone at 
the top on the need for corrective actions, the Bureau of Audits briefed 
deputy administrative secretaries across the agencies on the basics of the 
Single Audit process and corrective action plan requirements. Further, the 
Secretary of the Budget plans to revise existing guidance to require 
quarterly reports, beginning in October 2009, on the progress on corrective 
actions rather than relying on annual updates.® 

Bureau officials said agencies must do the foUovring to resolve findings 
that may affect multiple programs: make management decisions 


“Quarterly updates will be required as of March 31, June 30, September 30, and 
December 31 and will be due ^ days after die quarter ends. 
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addressing the findings witlun 6 months, make necessary adjustments 
relative to cost settlements or disallowances, monitor subrecipient 
implementation of corrective actions, and impose or coordinate remedial 
actions. 


Oversight Pl^S Continue The Pennsylvania Stimulus Oversight Commission, chaired by the Chief 
to Evolve Accountability Officer, met four times since its creation in March 2009.^ 

At its public meetings, the commission is briefed by the Chief 
Implementation Officer and other state officials on the progress in 
implementing Recovery Act programs. The Chief Accountability Officer 
told us that the state’s approach will maximize and coordinate existing 
oversight resources in Pennsylvania. Specifically, he is currently trying to 
demarcate roles and define an accountability approach distinct from 
auditing and compliance. 

As we reported in April, Pennsylvania’s Auditor General ^tidpates work 
auditing and investigating Recovery Act funds received by state and local 
agencies. For example, the Auditor General will audit Recovery Act funds 
during the annual Single Audit review and will initiate additional 
compliance audits for Recovery Act programs. As of June 2009, Auditor 
General staff told us that they may review the Recovery Act funds for 
FMAP, unemployment compensation, weatherization, and transportation. 
The Auditor General observed that the Recovery Act did not provide 
funding specifically for his office to undertake work related to the act, and 
the office did not expect to receive additional funding in light of 
Pennsylvania’s budget outlook. 


Pennsylvania Is 
Considering How to 
Assess the Effects of 
Recovery Act Funds 


Under the Recovery Act, state and local recipients are expected to report 
on a number of performance measures, including the use of funds, the 
amount expended or obligated, and the estimated number of jobs created 
and retained In addition to reporting on jobs created and retained, 0MB 
guidance directs federal agencies to collect performance information from 
entities that receive funding “to the extent possible." The guidance also 
requires agencies to instruct recipients to collect and report performance 


addition to the Chief Accountability Officer, Uie commission is composed of the 
Governor, the Recovery Act Chief Implementation Officer, four representatives selected by 
Pennsylvania’s congre^onal delegation, members of each of the fotir caucuses in 
Pennsylvania’s General Assembly, and representatives from the Pennsylvania Chamber of 
Business and Industry, United Way of Pennsylvania, and Pennsyi\^a AFL-CIO. 
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information as part of their quarterly submissions that is consistent with 
the agencies’ program performance measures.^ This will allow an 
assessment of what 0MB describes as the marginal performance impact of 
Recovery Act requirements. 

Penn^l\^uua’s Chief Accountability Officer ^ responsible for developing 
and using performance measures to demonstrate outcomes associated 
with Recovery Act spending and projects. He told us that he is in the 
process of meeting with ^encies to identify existing performance 
measures — in addition to job creation and retention measures — to report 
on the outcomes from Recovery Act funding and determine what data will 
be available for the measures. He said his team is outlining the 
performance measures that they have identified in federal Recovery Act 
guidance and considering what additional measures state agencies 
determine are important to report for their programs. By the end of July 
2009, he plans to compile a list of performance measures and identify how 
to record and track the data; ultimately, the performance reporting will be 
available on Permsylvania’s Recovery Act Web site, www.recovery.pa.gov. 
Based on his preliminary work on this process, the Chief Accountability 
Officer said that it is challenging to identify measures representing 
meaningftil outcomes that the public can identify with and that data can 
support. For example, transportation measures would include the number 
of bridges restored and the amount of road miles resurfaced, but measures 
more related to productivity, such as the number of cars and travel speed, 
would be more relevant to citizens. 

PennDOT has begun reporting to FHWA on the number of people working 
on Recovery Act projects and hours worked. In March 2009, PennDOT 
established policies and procedures for prime contractors and consultants 
to report monthly, by project, the number of employees, work hours, and 
the amount of payroll; reports are to include all subcontractors and 
subconsultmits. This is consistent with FHWA guidance that requires 
collection of this type of information. According to PennDOT officials, 
project inspectors in the district offices with day-to-day contact with 
contractors on the projects review the reports for reasonableness. 
PennDOT uses the contractor monthly reports to prepare smd submit 
summary information to FHWA However, the information collected could 


*OMB Memorandum, M-09-15, Updated Implementing Guidamefor the American 
Recovery and Reinvestment Act of $009 (Apr. 3, 2009). This guidance supplements, 
amends, and clarifies the initial guidance issued by 0MB on February 18, 2009. 
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overetate the number of jobs. For example, the contractor reports 
submitted may not prevent multiple counting of individuals who may work 
on severe Recovery Act projects at the same time. Since the contr^ors 
submit separate reports for each project, it is po^ible that the same 
pemon could be included in the total for each project funded by the 
Recovery Act that the contr^tor or consultant may have. A PennDOT 
official told us the department recognizes die potendai for multiple 
counting of individuals and believes that it is collecting data in compliance 
with both FHWA and Recovery Act reporting requirements. 

Officials in other programs we met with expressed concerns about 
assessing jobs created and retained. Officials from the Pennsylvania 
Department of Education stated that they are telling dbtticts to not use 
Recovery Act funds to create new positions that will need to be sustained 
beyond the 2-year period that Recovery Act money will be received. 
Instead, the department is encouraging school districts to use Recovery 
Act money for onedme costs, such as retention bonuses to hdp move 
teachers into rural school districts, and collect data on such alternative 
measures instead. 

Some programs receiving Recovery Act funds plan to continue using their 
existing performance outcomes, and other programs are waiting for 
federal guidance before putting plans in place.** For WIA summer youth 
activities, Pennsylvania's L&i has plans to review participation and 
retention rates, work readiness outcomes, expenditure rates, 
characteristics of partic4)ants, analysis and listing of work site types, and 
best practices and innovative approaches to recruitment, retention, and 
work readiness. L&I officials told us that the guidance received from the 
U.S. Department of Labor on May 21, 20{M), clarifies the increased 
reporting requirements for Recovery Act WIA Youth funds. Because tiie 
guidance was received late in 2009, however, L&I officials said that 
local areas will need to report summer youth employment data manually 
via a spreadsheet to meet the first reporting deadline of July 15, 20C^. L&I 
officials anticipate that the Recovery Act requirements will be 
incorporated into Pennsylvania’s existing reporting mechanisms for the 
August 2009 and subsequent reports. 


“After soliciting reqjonses ftx>m a broad array of stakeholders, OME issued additional 
implementing guidance for recipient reporting on June 22, 2009. See, 0MB Memorandum, 
M4id'2l,Impf^mentingGuida7tcefortheIleportson Useof Funds J^rsuant iotite 
ATnericm Seoovery and Reinvestment Act of 8009. 
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Officials from the Pennsylvania Department of Education stated that they 
will continue to track measures for existing programs, such as ESEA Title 

I, but are still waiting for guidance from the U.S. Department of Education 
on the ex^t measures they vrtll need to track specifi.c for the Recovery 

Act fimding. Officials from both the Harrisburg School District and the 
School District of Philadelphia confirmed that they still need federal 
guidance on the measures they will need to track for the Recovery Act 
money received. However, officials from the School District of 

Philadelphia stated that they need guidance soon, as the large size of their 
district requires them to augment their data collection systems now in 
preparation for the upcoming school year. 

State Comments on 

We provided the Governor of Pennsylvania with a dr^ of this appendix 
on June 19, 2009, and the Chief Implementation Officer, Chief 

This Summary 

Accountability Officer, and the Secretaiy of the Budget responded for the 
Governor on June 23, 2009. These officials agreed with our draft and 
provided clarifying and technical comments that we incorporated where 
appropriate. 

GAO Contacts 

Phillip Herr, (202) 512-2834 or herrp@gao.gov 

Mark Gaffigan, (202) 512-3168 or gaffiganm@gao.gov 


Stdff addition to the contacts named above, MaryLynn Sergent, Assistant 

Director; Richard Jorgenson, analyst-in-charge; Richard Mayfield; 
AcknOWl6Cigni6ntS Andrea E. Richardson; George A. Taylor, Jr.; Laurie F. Thurber; and 

Lindsay Welter made msyor contributions to this report 
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Opening Statement 

Congresswoman Diane E. Watson 

“Tracking the Money: Preventing Waste, Fraud, and Abuse of 
Recovery Act Funding” 

Full Committee on Oversight and Government Reform 

Wednesday, July 8, 2009 
2154 Rayburn HOB 
10:00 AM 


Thank you Mr. Chairman for holding today’s 
important hearing, the third in a substantive series of 
hearings to ensure that stimulus money authorized by 
the American Recovery and Reinvestment Act of 2009 is 
spent efficiently and effectively. I commend the 
committee, today’s panelists, and our President for 
taking actions to ensure that potential problems are 
identified before they threaten the viability of this 


critical recovery effort. 
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The American Recovery and Reinvestment Act of 
2009 authorized $501.5 billion worth of new spending 
measures along with $285.6 billion in tax provisions. 
The purpose of the Recovery Act is to revitalize the 
American economy while assisting those most impacted 
by the current recession. This landmark legislation 
aims to create or save 3.5 million jobs while investing in 
the transformation of our economy and infrastructure 
for the 2r* century. 

In order for this investment to succeed it is critical 
that these funds quickly reach communities and have 
the greatest possible impact. However, the requirement 
for expediency must be tempered with caution and 
careful oversight to prevent waste, fraud, and abuse. 
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As the economy continues to shed jobs and capital 
this hearing occurs at a critical point for evaluating 
what has been done so far with the stimulus funds and 
where we go from here. For my constituents living in 
California with a state economy facing staggering 
budget shortfalls and severe cuts to critical services the 
need for this money to be spent efficiently, strategically, 
and transparently is even greater. 

We have already seen these funds start to do great 
things in our communities, such as the $1.3 million 
grant which will go to the Asian Pacific Health Care 
Venture in my district to establish new community 
clinic sites which provide primary and preventive 
health care to the uninsured and underserved. 

However, the fact that the unemployment rate has risen 
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to 9.5% nationally and to 11.4% in Los Angeles 
reinforces the need for this money to begin creating jobs 
and opportunities as soon as possible. 

I look forward to hearing the testimony of today’s 
witnesses, and I hope that they will provide this 
Committee with a clear assessment of the obstacles we 
face, and the steps necessary to overcome. 

Thank you Mr. Chairman and I yield back the 


remainder of my time. 
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0MB Watch 

Danielle Brian, Oversight Chair 
Project on Government Oversight 

Ellen Miller, Technology Issues 
Sunlight Foundation 

Greg LeRoy, Co-Chair 
Good Jobs First 



Comments for OMB April 3 interim Guidance 
on Implementation of the Recovery Act (M-09-15) 


The Coalition for an Accountable Recovery, a politically diverse coalition 
concerned about tran^arency and accountability regarding government 
spending, is submitting these comments on OMB’s memo issued on April 3, 
2009, “Updated Implementing Guidance for the American Recovery and 
Reinvestment Act of 2009.” If implemented, we believe that the comments in this 
document will help OMB establish a Recovery Act spending tracking system that 
will provide the unprecedented level of transparency and accountability in federal 
spending articulated by President Barack Obama when he signed the act into law; 

And we expect you, the American people, to hold us accountable for the results. 
And that’s why we\’e created Recovery.gov — a web site so that every American 
can go online and see how this money is being spent and what kind of job is 
being created, where those jobs are being created. We want transparency and 
accountability throughout this process. 


- President Barack Obama, Feb. 17, 2009 

We believe the Obama administration has made significant progress in the two 
months since the act was signed into law. The interim guidance is an example of 
this process. At the same time, we hope that further progress can be made. 

Toward a Recovery Act Funding and Performance Tracking System 

The reporting system described in these comments should essentially trace to the 
greatest extent possible the flow of federal Recovery Act funds from the source 
to the ultimate end users and the impact on the economy those funds had at every 
step in the process. 

Although the American Recovery and Reinvestment Act of 2009 (Recovery Act) 
defines “recipient” as “any entity that receives Recovery Act funds directly from 
the Federal Government. . .other than an individual; and includes a State that 
receives recovery funds,” OMB should, in its guidance, expand this definition to 
include any entity, excluding individuals, that receives Recovery Act funds over 
$25,000, whether those funds are received directly from the federal govermnent 
or from another entity that received Recovery Act funds. Our comments that 
follow assume “recipient” to mean the expanded definition described above. 


c/o OMB Watch 
1742 Connecticut Ave. NW 
Washington, DC 20010 


Tel; 202-234-8494 
Fax: 202-234-8584 

www.ombwatch.ofg/car 
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Key to maintaining visibility of funds is the proper identification of Recovery Act dollars and 
recipients of those dollars as such. Data on its use of the funds from recipients should be 
collected directly by the federal government And by being able to match reporting data to each 
recipient, the federal government and the public would have a clear picture of who is receiving 
Recovery Act money, how much they are getting, and what they are doing with it. Equally 
important are the means by which this reporting occurs: data must be transmitted in such a way 
so as to maximize access to as much amount of unfiltered data as possible. 

Information flows from agencies to OMB should take place though publicly visible channels. 
Machine readable feeds represent an ideal way to accomplish this. Through feeds, the public can 
obtain important disclosures directly from the source, that is, directly from the agency officials 
who manage grants and other spending programs. Feeds enable decentralization of disclosure, 
and offer greater transparency because information flows can take place within public view, and 
not hidden behind many layers of bureaucracy that may delay, filter, or even distort this 
reporting. 

Sub-Award Reporting 

Recommendation .- OMB should require all recipients of Recovery Act funds over $25,000, 
regardless of how many layers removed from the initial federal disbursal that receipt is, to 
submit a report on the use of those funds identical to that of Sec. 1512 of the Recovery Act. OMB 
should also provide a projected date or timeframe of when this multi-tier sub-award reporting 
will he required. 

As mentioned above, it is of primaiy importance that all recipients and sub-recipients, regardless 
of how many layers removed from the initial federal disbursal should be required to report to the 
system for any Recovery Act money over $25,000. A change by OMB of its definition of 
“recipient” to include this description would resolve our concerns. But even if such a redefining 
of recipient does not occur, OMB should be clear that the rules that apply to prime awardees also 
apply to all tiers of sub-awardees. Without a policy that requires all recipients of Recovery Act 
funds, regardless of their level of sub-award (i.e. 1®'-, 2"''-, 3'^-tier, etc.,), transparency will be 
substantially restrained. A de minimis threshold will eliminate unnecessary reporting by very 
small subcontractors or suppliers. 

Current reporting requirements apply to prime non-federal awardees only, but they are also are 
responsible for “reporting on their use of funds as well as any sub-awards (i.e.„ sub-grants, 
subcontracts, etc.) they make.” These requirements are problematic for two reasons: 

1 . Recovery Act funding remains visible only to the first tier of sub-awards. For large 
projects, it is likely that there will be several tiers of sub-awarding. Limiting reporting 
requirements to only the first two layers will obscure basic information - such as to 
whom the money went and on how that entity employed it - on billions of dollars of 
Recovery Act spending. 

2. Sub-awardees do not themselves report on their use of the funds; the prime recipient has 
responsibility to report on any sub-awards made, hiding fi-om the public much of the 
details on Recovery Act acti-vities by state hired contractors. Although spending and 
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performance infoiTnation (such as jobs data) may be included in state government reports, 
performance information of those contractors will not be available to the public, nor will 
any information on Recovery Act funds that were used to hire sub-contractors. 

We are greatly encouraged that Sec, 2.10 of the April 3 guidance states that “0MB plans to 
expand the reporting model in the future to also obtain. . .information [on awardees beyond first- 
level awards], once the system capabilities and processes have been established.” However, 
0MB should include a timeframe in which it believes that this will occur. 

Collecting Reports Directly from Recipients 

Recommendation : 0MB should require all recipients of Recovery Act funds over $25,000, 
regardless of how many layers removed from the initial federal disbursal that receipt is, to 
report on their use of Recovery Act funds to the central collection system currently under 
development by OMB. 

Sec. 2, 14 of the April 3 guidance states that OMB is “moving aggressively” to develop a central 
collection system for recipient reports. Agencies are to instruct recipients to begin submitting 
recipient reports (those specified in Sec. 1 5 1 2 of the Recovery Act) on Oct. 1 0 of this year, and 
that they “should assume the central system capability will be online and available no less than 
45 days before the October 10th, 2009, statutory quarterly reporting deadline.” However, the 
guidance remains unclear about which recipients will report which data. By requiring this first- 
hand reporting, recipient data will likely be more accurate, comprehensive and timely. 

Recipient Registration 

Recommendation .' OMB should require all recipients of Recovery Act funds who are required to 
report on the use of those funds to register with the Central Contractor Registration (CCR) and 
obtain an entity identification code (similar to, but not necessarily a DUNS number), OMB 
should be clear that this registration is required of state contractors and grant awardees who 
receive Recovery Act funds. Additionally, OMB should require that CCR registrants be 
responsible for maintaining current and accurate information within the database. 

All recipients of Recovery Act funds should register with the central reporting system prior to 
receipt of Recovery Act awards. The April 3 OMB interim guidance would require first-tier sub- 
awardees (i.e,, grantees) to register with CCR; however, first-tier subcontractors of prime 
contractors would not. This registration will significantly abet OMB’s central collection for 
recipient reports. By excluding subcontractors and additional tiers of sub-awardees from CCR 
registration, potentially thousands of recipients of Recovery Act funds would not be identified as 
such. If OMB expanded its definition of “recipient” to include all tiers of sub-awardees and 
required all recipients to register with CCR, CAR would have no concerns with this area of 
OMB’s guidance. 

Sec, 5.19 addresses grants and cooperative agreements, and states that first-tier sub-awardees 
should obtain DUNS numbers and should register with the Central Contractor Registration 
(CCR). There is no equivalent requirement for sub-awardees of prime contractors in Sec. 6 of 
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the guidance. Additionally, the Interim Final Guidance for Federal Financial Assistance 
contained in Appendix 9 states that first-tier sub-recipients must register with CCR, while the 
Interim Federal Acquisition Regulations in Appendix 8 states that “First-tier subcontractors are 
not required to register in the Central Contractor Registration (CCR) as a consequence of this 
rule.” The April 3 OMB interim guidance appears to be saying that sub-awardees of non- 
contract awards are required to register with CCR, but sub-contractors of prime contractors are 
not, hiding myriad Recovery Act fund awardees from the public and the federal government. 

Moreover, as CAR has stressed in previous communications, an accurate entity identification 
system is essential. This means that company and parent company ownership need to be 
regularly updated to ensure accuracy and companies merge or get bought out. CAR recommends 
that recipients of the federal funds (whether directly or through sub-awards) must ensure that 
their information in the CCR is accurate. 

We remain concerned that OMB has implicitly condoned the use of the DUNS number as the 
vehicle for entity identification. The DUNS number is owned by a private company, which may 
have significant implications for future government disclosure decisions. 

Jobs and Other Program Performance Data 

Recommendation ; OMB should require all recipients - not just prime recipients - of Recovery 
Act funds to report on the number of jobs sustained or created by projects undertaken by that 
recipient. These estimates should also be made available to the public via the Internet. 

Employment data (and other required data as specified in Sec. 1 5 1 2 of the Recovery Act) will be 
collected by federal agencies from prime recipients only. Prime recipients are responsible for 
“reporting on their use of funds as well as any sub-awards (i.e., sub-grants, subcontracts, etc.) 
they make.” In cases in which a federal agency gives money to a state, the state would be 
required to report employment data on each project that the state has undertaken with those 
Recovery Act funds. Aggregation of employment data by prime recipient will hinder 
transparency and accountability obscuring the perfoimance of individual organizations that 
receive Recovery Act funds. 

Recommendation : OMB should require that recipients report, along with number of full-time 
equivalents (FTEs), number of hours employed for a project. 

The guidance states that recipients are to report a brief description and an estimate of the jobs 
created or retained. Job creation and retention figures are to be based on aggregate hours worked 
converted into a figure for full-time-equivalent (FTE) positions. Yet it leaves it up to each 
recipient to detennine how many hours equal a FTE, which will lead to substantial 
inconsistencies. It would be advisable to require recipients to report the aggregate hours figure as 
well as the FTEs, so that analysts can make valid comparisons. 

Recommendation : OMB should require that recipients report not just FTEs used for a given 
project, but information on the quality of jobs created or retained. 
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It is encouraging that the procedures for employment reporting include the collection of data on 
the types of jobs created (“job titles or broader labor categories”), but it is disappointing that the 
guidance does not also provide for gathering information on the quality of those jobs, especially 
wage levels and availability of health coverage. Without such information, it will not be possible 
to safeguard against the use of Recovery Act funds to create substandard jobs. And, to protect 
sensitive information, recipients should publicly report only aggregate and average data to 
measure personal information such as wages and demographics. 

Recommendation : 0MB should work with agencies to ensure that sufficient and relevant 
performance data are collected. CAR will offer its recommendations for performance 
measurement criteria in the near future. However, OMB should set a short timeframe within 
which agencies and OMB agree upon which performance criteria will be established. 

The guidance, in Sec. 2.8, enumerates a dozen elements that must be included in program- 
specific plans. One of these elements is “expected quantifiable outcomes consistent with the 
intent and requirements of the legislation.” The guidance also notes that tlie terms in conditions 
that are to accompany Recovery Act grant awards leaves “significant discretion to Federal 
agencies” on how and what performance data awardees must report as part of their quarterly 
recipient reports. 

By leaving these data collection requirements to the federal agencies, it is not certain that all 
federal agencies will obtain data necessary to measure the impact of Recovery Act projects. 
While flexibility and discretion with respect to measuring each agency’s programs is desirable, 
OMB should engage immediately federal agencies to quickly devise their Recovery Act 
performance data requirements to ensure that sufficient, relevant, and comparable data are 
collected from the beginning. The public should also be consulted on the performance data to be 
collected. 

OMB should also be clear that the requirements for performance data collection will follow 
Recovery Act funds so that any level of sub-awardee must collect the performance data specified 
by the agency for the project. 

State-Level Reporting 

If OMB adopts CAR’s recoimnendations for who would be required to report on Recovery Act 
funds use, the OMB guidance in Sec. 2.17 would be irrelevant, and our recommendations below 
could subsequently be ignored. 

Recommendation : OMB should require that recipients of Recovery Act funds through state 
agencies, including state-level contractors, report on the acquisition and use of those funds to a 
federal central reporting system, rather than allowing states to transmit data to the federal 
agencies. 

In Sec. 2.17, the guidance states that Federal agencies “should provide States the flexibility to 
detennine the optimal approach for collecting and transmitting” recipient reporting data. A state 
would be allowed to either “create a central point of contact responsible for transmitting” 
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recipient reports required of awardees of Recovery Act funds awarded by the state. 

“Alternatively, a State may prefer to have individual State agencies or recipients separately 
report to the Federal government rather than relying on a single point of contact to consolidate 
the information centrally for transmission.” 

This flexibility in State-level reporting unfortunately creates the opportunity for a loss in data 
fidelity. A state that opts to gather Recovery Act reports from its agencies into a single 
collection point could allow Governors to refine the reports to reflect a “better” assessment of the 
use of Recovery Act funds. A system in which every entity that receives Recovery Act funds 
report directly to a federal central reporting system would greatly reduce the opportunity for data 
alteration. 

RFPs, Contracts, Bids, and Waivers 

Recommendation : 0MB should require that all Recovery Act RFPs, contracts (with redactions, 
if needed ), including those granted by States and local authorities, and bids on those contracts 
be posted online. And, if permissible by law, the threshold for contract information posting 
should he lowered to $200,000. 

Recommendation : Because Recovery Act funds are federal, RFPs issued at the State and local 
level should be made available on Grants.gov and FedBizOpps.gov (as federal grant and 
contract RFPs are available) to extend the potential pool of contract bidders and grant 
applicants to as many groups as possible. 

The 0MB guidance issued on Feb. 18 (m-09-10) required agencies to post to the agency website 
and to Recovery.gov summaries of contracts or orders (or modifications to an existing contract 
or order) over $500,000 or of any contract was not fixed-priced and competitively awarded. The 
April 3 interim guidance makes no mention of how this is to be accomplished. We also strongly 
urge OMB to modify the Feb. 18 guidance to include the full contract language, not just 
summaries, along with proposal requests, bids. In addition, the RFP should also be disclosed. 
Without access to RFPs, bids, and all of the language of attendant awarded contracts, it will be 
difficult for outside stakeholders to assess the performance of any contractor using Recovery Act 
funds. If there is a justifiable need for portions of the contract to not be disclosed, then redaction 
of that section is preferable to withholding the entire contract. 

OMB should require that all bids be made available online, but if this presents a confidentiality 
problem, CAR would be satisfied if OMB adopted the guidelines surrounding disclosures of bids 
as articulated in the Strengthening Transparency and Accountability in Federal Spending Act of 
2008 (S. 3077) as introduced in the 1 10* Congress by Sen. Barack Obama. 

Because billions of dollars of federal Recovery Act funds will be awarded through state and local 
governments, notice of those contracts should be advertised as widely as possible to ensure that 
many potential bidders are aware of such projects. OMB should require that state and local 
governments report to the federal government as quickly as possible any Recovery Act project 
RFPs they may be offering. Additionally, OMB should specify how those RFPs and contracts or 
grant awards be transmitted to the federal government. CAR recommends employing the under- 
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development central reporting system to allow these local authorities to report their RFPs and 
contraets. 

Recommendation : 0MB should post any waivers on requirements of awards or contracts online. 

The Recovery Act places certain restrictions on the use of Recovery Act funds, but it also allows 
federal agencies to grant waivers to such restrictions under some circumstances. For example, 
the Buy American provision, Sec. 1605, of the act requires that certain materials and 
manufactured goods employed in Recovery Act projects be made in America. The title also 
allows exceptions to this requirement for certain reasons, but the agency head granting the 
waiver “shall publish in the Federal Register a detailed written justification as to why the 
provision is being waived.” OMB should require that requests for Buy American waivers and 
any other waivers to Recovery Act spending be posted online along with the contract for w'hich 
the waiver was sought. To make requested waivers accessible for public comment, notification 
of waiver requests are currently posted at the Federal Register. This same information needs to 
be made accessible to the public through Recovery.gov, and be able to be sorted and filtered by 
certain characteristics (state, date of waiver request, etc.). Interested parties should be also able 
to register for immediate email alerts for when a waiver is requested. 

Most importantly, implementation language of transparency in the Recovery Act should be 
reconsidered so that penalties are in place when a requested waiver is not made accessible for 
public review and comment. Currently there are no such penalties for any entity that chooses to 
not make waiver requests available to the public. 

Recommendation : OMB should post contracts and loan or grant awards, including those made 
my states and local authorities, online in a searchable, sortable, and machine-readable format. 
Contracts and loan or grant awards should also be indexed for case of browsing. 

Although the Feb. 1 8 OMB guidance specified that summaries of contracts be posted online, it 
did not specify how those contracts should be posted. In addition to adopting CAR’s 
recommendation that full contract (and grant and loan agreements) be posted on line, those 
contracts should be searchable, sortable, and easily transmitted from Recovery.gov to other 
computer systems. Without the ability of simple and advanced search by various unique 
identifiers, key terms, categories, geographic reference and even full text, users will not be able 
to locate contracts that may be of interest to them. By not allowing users to filter, sort, and 
download contracts by various criteria (like place of performance, dollar value, name of contract 
wiruier, etc.), transparency of contracts will be sustainably hindered. 

Weekly Financial and Activity Reports 

Recommendation : OMB should require that agencies include additional data in their Weekly 
Financial and Activity Reports, including indicating how much each state is receiving and how 
much is for direct grants, contracts, loans, or other financial assistance; and whether the 
funding is discretionary or mandatory. 
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Appendix 1 of the April 3 interim guidance indicates the data fields specified for the Weekly 
Financial and Activity Reports from the federal agencies in the Feb. 18 guidance would be 
revised by April 7. However, those revised specifications are currently available on the MAX 
website, which is accessible only by personnel within the federal government. If OMB’s 
revision does not require agencies to report the following on their Weekly Financial and Activity 
Reports, CAR recommends that OMB should require agencies to report for each program: 

• How much each state is receiving in Recovery Act funds 

• How much is for Direct grants, contracts, loans, or other financial assistance 

• Whether the funding is discretionary or mandatory 

Data Feeds 

Data feeds are to the Web what wire services are to newspapers: continuous streams of 
(structured) information feeding into the same destination. Data feeds using standardized formats 
can be combined, aggregated, filtered, compared and republished immediately and automatically. 
Data feed are publicly visible when persistently published on web sites according to conventions 
making them easy to find and reliable to repeated access. 

Although CAR believes that recipient reports (Sec. 1 5 1 2 reports) should be available in a data 
feed format (such as Atom), our comments here are limited to data feeds of data supplied by the 
federal government. 

Recommendation : OMB should require that federal agencies, including CCR, 
FederalReporting.gov. and Recovery.gov. providing Recovery Act funding information make 
available feeds to the public for their data. 

While the OMB interim guidance stipulates that federal agencies provide their data in a feed 
format (OMB prefers Atom), it remains silent on whether other Recovery Act-related websites 
should provide similar feeds. Without these feeds, a significant portion of Recovery Act 
spending will remain largely obscured. OMB guidance should specify the conventions and 
formats for publishing aggregated data feeds on federal web sites recognized as the primary 
portals for public access to the aggregated Sec. 1512 reporting requirements. 

Recommendation : OMB should be more specific about the content, .structure, and location of 
federal agency data feeds. OMB should require that federal agencies, including CCR, 
FederalReporting.gov, andRecovery.gov. publish a "data catalog" of the structured data and 
data feeds collected and available from their web sites. 

In order to make feeds work as a decentralized and effective tool for transparency, OMB must be 
much more forceful in requiring their implementation. OMB needs to issue more specific 
technical guidance to agencies, especially addressing issues outlined below. A recent report by 
University of California, Berkeley researchers offer detailed guidance ' . This report is available 
open access and canies a Creative Commons copyright license so that it can be freely reused and 
adapted by OMB. Its recommendations include the following; 


' Erik Wilde, Eric C. Kansa, and Raymond Yee, "Proposed Guideline Clarifications for American Recovery and Reinvestment 
Act of 2009" (March 16, 2009). School of Information. Paper 2009-029 at http://repositories.cdlib.org/ischool/2009-029 
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• Feeds should be easy to find. A transparency measure is not effective if it is hidden or 
remains obscure. Directories of feeds and guidelines for where to publish feeds should be 
developed. 

• Feeds need to conform to common, open standards (valid Atom). 

• Feeds need to clearly indicate links to retrieve relevant, structured reporting data. This 
structured data should be in an open XML-format uniformly applied by each agency. 

• Feeds need to archive data so that they not only deliver current information, but also 
make old entries and associated data easy to retrieve. 

OMB’s recommendation that agencies publish Recovery-related web pages using the location 
convention of “agencyname.gov/recovety” has made it easy for the public to find each agency’s 
recovery information. A similar recommendation of publishing a single page, tabular index to the 
data feeds available on the web site will make it easy for the public to find and access the data 
feeds. This page could be located at “agencyname.gov/recovery/data” and should also link to 
descriptive meta-data about the feeds. The notion of a data catalog has been used by the city of 
Washington, DC to organize dozens of municipal data feeds. 

Recommendation : 0MB should include the reference Recovery Act Architecture Package 
document as an appendix to the guidance. 

Both the Feb. 18 and April 3 Guidance documents refer to an additional document called 
Recovery Act Architecture Package whose purpose is “to support shared understanding of 
technical requirements and solution approaches across all stakeholders.” This document should 
be included as an appendix to the OMB guidance or otherwise be made publicly available, as 
stakeholders in the outcomes of the Recovery Act include not just federal agencies but citizens as 
well. 

Compliance 

Neither the OMB interim guidance nor the Recovery Act itself enumerate the consequences for 
federal agencies or Recovery Act funds recipients that do not comply with the requirements set 
forth by OMB or the act. To ensure that these parties adhere to the rules and guidelines of 
Recovery Act funds reporting, OMB should state what penalties or other enforceable 
consequences federal agencies or recipients will face should they fall out of compliance. 

Without an enforcement mechanism, the implementation of transparent and accountable 
expenditure process will be threatened. 
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Commonwealth of Pennsylvania 

High Risk Programs Receiving Recovery Act Funds 


The following table contains 1 5 programs rated “high risk”, based on the risk assessment 
performed on the programs receiving Recovery Act by the PA Bureau of Audits. 


Agency 

Program 

DPW - Dept, of Public Welfare 

Medicaid - FMAP 

DCED ~ Dept, of Community and 

Economic Development 

Weatherization 

DPW - Dept, of Public Welfare 

Food Stamp Benefits 

PennDOT - Pennsylvania Dept, of 
Transportation 

Federal Highway - Highways/bridges 

PENNVEST 

Clean Water State Revolving Fund Program 

DEP - Dept, of Environmental Protection 

State Energy Program 

PENNVEST 

Drinking Water State Revolving Fund 
Program 

DCED - Dept, of Community and 

Economic Development 

Neighborhood Stabilization Program 

DCED - Dept, of Community and 

Economic Development 

Community Services Block Grant 

DCED - Dept, of Community and 

Economic Development 

Homeless Prevention & Rapid Re-housing 
Program 

DCED - Dept, of Community and 

Economic Development 

Community Development Block Grant 

DPW - Dept, of Public Welfare 

Foster Care/ Adoption FMAP 

PDE - Pennsylvania Dept, of Education 

ESEA Title I Grants 

PDE - Pennsylvania Dept, of Education 

State Fiscal Stabilization Fund 

DP W - Dept, of Public Welfare 

Child Care and Development Block Grant 


High Risk Programs Receiving Recovery Act Funds 
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Preface 


The Fiscal Survey of States is published twice 
annually by the National Association of State Budget 
Officers (NASBO) and the National Govemore 
Association (NGA). The series was started in 1979. 
The survey presents aggregate and individual data 
on the states’ general fund receipts, expenditures, 
and balances. Although not the totality of state 
spending, these funds are used to finance most 
broad-based state services and are the most 
important elements in determining the fiscal health 
of the states. A separate survey that includes total 
state spending also is conducted annually. 

The field survey on which this report is based was 
conducted by NASBO from February through May 
2009. The surveys were completed by Governors’ 
state budget officers in all 50 states. 


Fiscal 2008 data represent actual figures, fiscal 2009 
figures are estimated, and fiscal 2010 data reflect 
recommended budgets. 

Forty-six states begin their fiscal years in July and 
end them in June. The exceptions are Alabama and 
Michigan, with October to September fiscal years; 
New York, with an April to March fiscal year; and 
Texas, with a September to August fiscal year. 
Additionally, 20 states operate on a biennial budget 
cycle. 

NASBO staff member Ben Husch compiled the data 
and prepared the text for the report. Nelle Sandridge 
of State Services Organization provided typesetting 
services. 
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Executive Summary 


The 50 states are facing one of the worst fiscal 
periods in decades. Fiscal conditions deteriorated for 
nearly every state during fiscal year 2009, and weak 
fiscal conditions are expected to continue in fiscal 
2010 and possibly into fiscal years 2011 and 2012. 
While general fund expenditures and revenue 
collections increased for many stales in fiscal 2008, 
the economic recession, which began in December 
2007, significantly changed the fiscal outlook, 
resulting in almost half the states experiencing 
negative budget growth in fiscal 2009, and nearly 
three quarters of states recommending fiscal 2010 
budgets with negative growth. As the severe 
national recession continued, tax revenues from 
sales, personal income, and corporate income taxes 
continued to come in lower than expected during 
fiscal 2009. Substantial job losses and significant 
reductions in corporate profits resulted in declines 
in capital gains and other investment income, an 
important source of revenue for states. State fiscal 
conditions historically lag behind any national 
economic recovery, which indicates that state fiscal 
conditions will remain weak in fiscal 2010 and likely 
into fiscal years 201 1 and 2012. 

Fiscal 2009 general fund expenditures are currently 
estimated to decline 2.2 percent compared to fiscal 
2008 levels. Likewise, governors’ recommended 
budgets for fiscal 2010 show a 2.5 percent decrease 
in general fund expenditures. These decreases in 
general fund expenditures would be the largest 
declines in the history of the Fiscal Survey, as well 
as the first time in which state general fund 
expenditures declined in consecutive years. Prior to 
2009, actual state general fund spending had only 
declined in 1983. 


The weakening of state fiscal conditions is also 
reflected in the fact that states currently estimate 
that they will have faced $230 billion in reported 
budget gaps between fiscal 2009 and fiscal 2011. Of 
this $230 billion, states have already closed $46.2 
billion in budget gaps during fiscal 2009. As such, 
over three quarters of the states have already cut 
their enacted fiscal 2009 budgets by $31.6 billion. 

Expenditure pressures continue as demand for 
additional funding of programs such as Medicaid 
increase during tough economic periods and states 
deal with looming long-term issues such as funding 
pensions, demographic shifts, and maintenance and 
repair of infrastructure. Unfortunately, when 
revenue growth declines as a result of a weakened 
economy, spending pressures for social programs 
and health care increase. 

While the American Recovery and Reinvestment 
Act of2009\idiS helped states avoid draconian levels 
of cuts, it will not end the need for states to cut 
spending as exhibited by the 2,5 percent decline in 
governors’ recommended budgets for fiscal 2010. 

This edition of The Fiscal Survey of States reflects 
actual fiscal 2008, estimated fiscal 2009, and 
recommended fiscal 2010 figures. The data were 
collected during spring 2009. 

State Spending 

Findings of this edition of the Fiscal Survey of States 
include the following: 

■ So far, 42 states were forced to reduce enacted 
budgets in fiscal 2009 by $31.6 billion. This is in 
stark contrast to the thirteen states that had to 
reduce their enacted budgets in fiscal 2008 and 
the three states that reduced their enacted 
budgets during 2007. During the last fiscal 
downturn, the peak years of reductions to 
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enacted budgets occurred in fiscal 2002 and 
fiscal 2003, when thirty-seven states were forced 
to make mid-year budget reductions totaling $14 
billion and $12 billion, respectively. These years 
of peak cuts occurred after the national 
economic downturn ended in 2001. 

■ Thirty-five states assume negative budget 
growth for fiscal 2010 governors’ recommended 
general fund budgets, while 30 states are 
estimating negative growth budgets for fiscal 
2009. 

■ Medicaid spending from state funds is estimated 
to decline by 1.7 percent in governors’ 
recommended budgets for fiscal 2010, although 
federal funds are expected to increase 
5.5 percent. Similarly, Medicaid spending from 
state funds is estimated to decline by 0.5 percent 
in fiscal 2009, while federal funds are estimated 
to increase by 11. 1 percent. 

■ Three states are recommending an increase to 
their fiscal 2010 cash assistance levels under the 
Temporary Assistance for Needy Families 
(TANF) program, while three states are 
recommending a decrease. 

State Revenue Actions 

Recommended net tax and fee changes would result 
in $23.9 billion in additional revenue based on 
governors’ recommended fiscal 2010 budgets. For 
fiscal 2010, 29 states recommend net increases while 
five states recommend net decreases. This amount 
well exceeds fiscal 2009, when states recommended 
$726 million tax and fee increases, as sixteen states 
recommended net decreases while eleven state 
recommended net increases. 


Other findings include: 

■ The number of states experiencing revenue 
shortfalls increased in fiscal 2009. Revenues from 
all sources which include sales, personal income, 
corporate income and all other taxes and fees 
exceed expectations in two states, are on target in 
ten states, and are below expectations in thirty- 
eight states. This is in contrast to fiscal 2008 when 
twenty-five states reported that revenue 
collections exceeded estimates. 

■ Fiscal 2009 estimated tax collections of sales, 
personal income, and corporate income are 
6. 1 percent lower than actual fiscal 2008 
collections. This average contains a range of 
performance with considerable weakening of 
personal income tax and corporate income tax 
collections, while sales tax collections declined 
by the least of the three major sources. 
Specifically, sales tax collections are 3.2 percent 
lower and personal income tax collections are 
6.6 percent lower. Corporate income tax 
collections are 15.2 percent lower for current 
fiscal 2009 estimates relative to actual fiscal 2008 
collections. Within state budgets, about 
40 percent of general fund revenue is from the 
personal income tax, 33 percent is from the sales 
tax, and eight percent is from the corporate tax, 
with the rest from various other sources. 

■ States are projecting a growth of 1.7 percent in 
tax collections for fiscal 2010 recommended 
budgets relative to fiscal 2009 current year 
estimates. Compared to fiscal 2009 collections, 
recommended fiscal 2010 budgets reflect a 
3.0 percent increase in sales tax revenue, 
1.3 percent increase in personal income tax 
revenue, and a 1.7 percent decrease in corporate 
income tax revenue. However, many states have 
since reported that April tax collections were well 
below estimates. 
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Year-End Balances 

Total balances — ending balances and the amounts in 
budget stabilization “rainy day” funds — are a crucial 
tool that states heavily rely on during fiscal 
downturns and budget shortfalls. Balance levels are 
one of the indicators of overall state fiscal health. 

■ After reaching a peak in fiscal 2006 at 
$69 billion or 11.5 percent of expenditures, 
balances declined in fiscal 2008 to 9. 1 percent of 
expenditures. However, balance levels have 
fallen significantly during fiscal 2009, as balance 
level estimates now represent 5.5 percent of 


expenditures. Balance levels are projected to 
decrease to 5.3 percent of expenditures based on 
governors’ recommended fiscal 2010 budgets. 
While balance levels have fallen from their 2006 
highs, they are expected to nearly match their 
historical average of 5.8 percent of expenditures. 
Because states recognize that an economic 
downturn may last for more than one year they 
are reluctant to deplete balances. This is in part 
due to concerns that the poor fiscal situation 
may continue through fiscal 201 1 . 
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THE FISCAL SURVEY OF STATES: JUNE 2009 1 


State Expenditure Developments 

CHAPTER ONE 

Overview 

State finances have continued to worsen 
throughout 2009. Nearly every state faced 
tightening fiscal conditions compared to fiscal 
2008, when such fiscal difficulties were seen in 
about half the states. In fiscal 2009, forty-two states 
reduced enacted budgets by $31.6 billion. In 
comparison, three states cut enacted budgets in 
fiscal 2007 and 13 states imposed cuts to enacted 
budgets during fiscal 2008. The number of states 
reducing enacted budgets in fiscal 2009 already 
exceeds the thirty-seven states in both fiscal 2002 
and fiscal 2003 that were forced to make mid-year 
budget cuts at the depth of the previous state fiscal 
crisis totaling nearly $14 billion and $12 billion, 
respectively. The continued downward trend 
during 2009 resulted predominantly from a 
significant slowdown in revenue collections. 
However, based on previous downturns, the impact 
on state budgets may lag the downturn in the 
economy as states may take up to several years after 
a recession is over to recover. 

Due to the decline in revenues, 41 states have 
already reported budget gaps during fiscal 2009. 
Additionally, 37 states have already reported that 
they will face budget gaps for fiscal 2010, while 24 
states are currently forecasting budget gaps for 
fiscal 2011. 

As a result of declining state fiscal conditions, states 
have been considerably more active in addressing 
budget gaps in fiscal 2009. More than half the states 


relied on targeted cuts, while more than forty 
percent of states enacted across-the-board cuts, and 
used rainy day funds to reduce or eliminate these 
gaps. Other common strategies include furloughs, 
layoffs, and reduction in local aid. (see Table 1 and 
Appendix Table A-5). 

State Spending from All Sources 

This report captures only state general fund 
spending. General fund spending represents the 
primary component of discretionary expenditures 
of revenue derived from general sources which has 
not been earmarked for specific items. According 
to the most recent edition of NASBO’s State 
Expenditure Report, estimated fiscal 2008 spending 
from all sources (general funds, federal funds, other 
state funds and bonds) is approximately $1.56 
trillion with the general fund representing 44.3 
percent of the total. The components of total state 
spending for estimated fiscal 2(X)8 are: 
Elementary and secondary education, 20.9 percent; 
Medicaid, 20.7 percent; higher education, 10.3 
percent; transportation, 8.1 percent; corrections, 
3.4 percent; public assistance, 1.6 percent; and all 
other expenditures, 35.1 percent. 

For estimated fiscal 2008, components of state 
spending within the general fund are elementary 
and secondary education, 34.5 percent; Medicaid, 
16.9 percent; higher education, 11.5 percent; 
corrections, 6.9 percent; transportation, 1 percent; 
public assistance, 1.8 percent; and all other 
expenditures, 27.6 percent. 
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TABLE 1 


Budget Cuts Made After the Fisca! 2009 Budget Passed 

Size of Cuts 

State ($ in Millions) Exempted Programs or Expenditures 

Alabama 

S 570.0 

Debt Service 

Alaska 

17,6 

Public Safety, Military & Veterans Adairs, and University of Alaska 

Arizona 

540.0 

Portions of Educaticsi, Medicaid/Heaith and Parts are voter protected; however, 
adminis&aUon cuts were assesses in all areas. 

Arkansas 

64.9 

Education and Selected Z^endes 

California 

9,848.6-10,399,2 


Colorado* 

346.7 


Connecticut 

343.3 

Munidpal Aid 

Delaware 

197.4 

Debt Servic*. Pubic/Hig^r Ed 

Florida 

887.4 


Georgia 

2,262,2 


Hawaii 

49.9 

Debt servk», employees' retirement system and health insurance, children and adult mental 
health, emergency medical services 

Idaho 

229,3 


Illinois 

500.0 

K-12 Educabon 

Iowa 

119.9 

Every program received some type of reduction 

Indiana 

767.4 

K-12 Education, Public Safety, Medicaid. Child Protection, Transportation 

Kansas 

200.3 

Debt service, health, human service caseloads 

Kentud^y 

147.0 

K-12 formula funding. Medicaid, student finandal aid, corrections, mental health 

Louisiana 

341,0 


Maine 

74.6 


Maryland 

470.9 

Mandated K-12 expenditures and debt service 

Massachusetts 

946.0 

Debt Service 

Michigan 

438.4 

Higher education furvjing and schdarships, Medicaid eligibility, childrens' services, staff 
needed to process unemployment benefits and public assistance claims, and veterans' homes 

Minnesota 

426.3 


Mississippi 

199,9 

K-12 Chickasaw Interest, IHL Ayers settlement, Medicaid services, Family & Children 
Services. Youth Services, Billy A Rehab Services, Homestead Exemption assistance, and 
Debt Service. 

Missouri 

261,2 

Medicaid and Education 

New Hampshire 

81.9 

Direct Care, Education Adequacy 

New Jersey* 

1,760,0 


Nevada 

136.0 


New Mexico 

282,1 

Public health and safety 

New York 

1,700.0 


North Carolina 

1,211,0 

Debt service 

Ohio 

1,165.8 

K-12; Higher Ed Institution Subsidy; Corrections 

Oregon 

764,0 

Non-general fund 

Pennsylvania 

521,0 

The Governor does not have the authority to reduce appropriations to the Attorney General, 
Auditor General and Treasurer (which are independently elected); the legislature and judiciary. 

Rhode Island* 

212,0 


South Carolina* 

1.106,5 

Higher Education Scholarships and Tuition Grants; Southern Regional Education Board 
Professional Scholarship Programs and Fees; Debt Service; Aid to Fire Disbicts; First 
Responder Interoperability; National Guard Pension Fund; Compensation of County 
Registration Board Members S County Election Commissioners 

South Dakota 

71,6 


Utah* 

36.0 


Vermont 

27.3 

Juvenile rehabilitation center, slate police, state veterans' home, correctional officers, state 
hospital 

Virginia 

480.3 

K-12 Standards of Quality exempt in FY 2009 

Washington* 

580.1 

K-12 basic education, debt service payments, and pension payments are always exempt 

Wisconsin* 

635,0 


Total 

$31,571.4 


NOTE: ‘See Notes to Table 1 , 


SOURCE: National Association of State Budget Officers. 
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TABLE 1-A 


2009 Program Area Cuts 








Region/State 

K-12 

Educadon 

Higher 

Education 

Public 

Assistance 

Medicaid 

Corrections 

Transportation 

Personnel 

Other 

NEW ENGLAND 

Connectiojt 

X 

X 

X 

X 



X 


Maine 

X 

X 







Massachusetts 

X 

X 

X 


X 


X 


New Hampshire 

Rhode island 

X 

X 


X 



X 


Vermont 



X 






MID-ATLANTIC 

Delaware 





X 


X 

X 

Maryland* 

X 

X 

X 


X 


X 

X 

New Jersey 

X 

X 

X 

X 

X 


X 


New York 


X 







Pennsylvania 

X 

X 





X 

X 

GREAT LAKES 

Illinois 

Indiana 


X 






X 

Michiaan 




■BnBB 

hhdhhi 

■■B^m 







BBBBI 

BBHHHBi 

HBHHHHIi 

HHHHHI 

mam 



BBB^B 



■■BBillll^ 

BBBBBBjl 

■■■BB 

SSm 

PLAINS 

Iowa 

X 

X 


X 

X 


X 

X 

Kansas 














HHBHHBI 

HHHHHIHi 

HHHHHI 

■■■IIIIB 

Missouri 







X 

X 







IBBH 

hhhhhh 

bhbhhhi 

■■■■■1 

■■■■H 

SOUTHEAST 

Alabama 









Arkansas 


X 

X 








HHHBHHI 

HBOHHIi 

mmiiiHi 

HimHH 

BBK9HHI 


■■■■■1 

fBBBKIlk 





IHHHBi 

ihhihhi 

■bhhhhi 

■IBIIBB 

■[■■IB 


HBHHHHIi 

HBHBHBI 

HHRHH 

HHQBHi 

HHBSHBI 

BHHKHHHi 

HHRHHIi 

■■■■■ 


HHBSBBi 


HHHBHi 

hheihi 

HBBHH 

HHIHHBHi 

HHHHHI 

■■■■jjjl 








HHHHHI 

■■■I^B 





H^OIH 



HRHHH 





hhbhhi 

hhqbhh 

IIHBSHH 

ihhdbbh 

■BmBB 

■■■■■1 

■■■■ll 


SOUTHWEST 

Arizona 

X 

X 

X 




X 

X 

New Mexico 







■■■■■1 

■■■■H 



ROCKY MOUNTAIN 
Colorado* 

X 

X 



X 


X 

X 

Idaho 

HIIIBlHi 

hhbhhhi 



IHHOBHI 

■■■■■Hi 

■■■■■1 

■■■■ll 



■mmn 




■mm 

■I■BI||^^■ 




FAR WEST 

Alaska 








X 







■■■■■■1 

■HQHHI 

■■■■ll 

Hawaii 

X 

X 





X 

X 

Nevada 

Oreaon 

X 

X 

X 


X 

X 

X 

X 

Washinaton 


■■hhhh 

■■EHHi 



^h^bsihhi 

HHHHIli 

■jBBBl 

Total 

26 

31 

22 

25 

25 

15 

25 

24 

NOTE: ‘See Notes to Table t-A. 

SOURCE: National Association of State Budget Officers. 
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TABLE 1.B 

Proposed 2010 Program Area Cuts 


Region/State 

K-12 

Education 

Higher 

Education 

Public 

Assistance 

Medici 

Corrections 

Transportation 

Personnel 

Other 

NEW ENGLAND 









ConnecUcut 

X 

X 

X 

X 

X 


X 

X 

Maine 

X 

X 


X 


X 

X 


Massachusetts 

X 

X 

X 

X 

X 

X 

X 


New Hampshire 

Rhode Island 

X 

X 


X 





Vermont 



X 

X 

X 




MID-ATLANTiC 









Delaware 

X 

X 

X 

X 

X 

X 

X 

X 

Maryland 


HHBSBBH 



HHBSHBI 

bbbbbm 

BHiQiiiim 

HHHHi 


BHHSIliH 

HHHHH 




■■■HBIIIi 

HBBHHHI 



HHHBHHI 

■■■SHI 




HHHDHHI 

IHHHHH 


mESSS^samm 

BHHBSHHH 








GREAT LAKES 









Illinois 





X 

X 

X 

X 

Indiana’ 



hh^hhi 

HHIDHiH 

bbseb 




X 

Ohio 

Wisconsin* 

X 


X 

X 



X 

X 

PLWNS 









Iowa 









Kansas 


X 



X 




Minnesota 


HBBHHIi 


HH9HB 



lllllllllllllllll^^ 





HHHHHIi 

HHHHM 



HHEBHH 

X 









X 


South Dakota 




^BBBtli 

JIBtBKBM 

■■■■■■■■I 

^BBBKB 



SOUTHEAST 

Alabama 


Arkansas 




^^BBKB 

bbbb^^b 

■QBH 


tgBBBB 

^^^BBBt 

WB^^BIB 










BBBBM 


Mississiooi 

North Carolina 


X 

X 

X 

X 

X 

X 





bbbb 



■■miBi 

HHB9HI 




BHBSHHI 


HDHBI 





■■■BBII 


HHIEHHHI 

WIBBBtBM 

WtOBa 

^BKBIB 

^bidhhi 


X 

X 

SOUTHWEST 

Arizona 


X 

X 


X 

X 

X 

X 



fBBW^^Bli 



■■nBii 

^■■H|||||B||M|| 


X 



ROCKY MOUNTAIN 
Colorado 





X 


X 

X 


HHKSHHi 

BBOBB^^ 


WBBKKB 

■■QBBI 

HHHDHHI 

HBBEHHi 

BBBHHIIlB 




^^BtB 



HHHHHHB 

HHHBHI 

B5iB5i 


HHBSBHI 

HHKflHHH 

^^9HH 

HHB9BH 



BBBBM 



FAR WEST 

Alaska 

California 


X 

X 


X 


X 

X 

Hawaii 


X 



X 


X 

X 

Nevada 

Oreaon* 

Washinoton 


X 

X 

X 

X 


X 


Total 

27 

28 

23 

25 

25 

19 

28 

23 

NOTE; 'See Notes to Table 1-B. 








SOURCE; National Association of State Budget Officers. 
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NOTES TO TABLE 1 


Colorado 
New Jersey 

Rhode island 

South Carolina 
Utah 

Washington 

Wisconsin 


Reflects General Assembly GF (Only) Budg^ cuts as of May 5, 2009 

Balance of FY 2009 solutions included use of $730 rrallion in balances. $783 million in federal stimulus, and S100 million in 
revenue from Tax Amnesty. 

Reduction in general revenue expenditures, $178.3 ntiilion of which is estimated relief from the federal ARRA {$137.3 
million from FMAP/TiUe IV-E enhancament and $41 .0 million from the stabilization fund). 

Cuts through March 18, 2009 

Agency cuts were $36.0 million, with ($2.0 irriKon) badtSR to agency cuts. 

Additional cuts are forthcoming prior to erxJ of FY 2009. 

S597 million in Federal Fiscal Relief - Budget in Brief. Table 2. + $38 rrrillion in lapses, Act 2. 


NOTES TO TABLE 1-A 


Colorado Medicaid costs increased in FY 20(K, netting out against frie cuts, requiring $24.4 million in new General Fund{GF) 

compared to the original appropriation. Trar^sportation funding occurs through a GF diversion-based formula, determined by 
total GF revenues relative to base (aji^ropriations) spending. As such, transportation did not receive its formula-based 
funding; but it was not csjt after receiving funding. Much of K-12 Education is governed by a constitutional provision 
(Amendment 23) which limits the flexibility in funding but it is not exempt in total so this box is not checked, 

Maryland Reduction amounts shovm for Medicaid irwiude reductions to the State Department of Health and Mental Hygiene, vvhicrfi 

includes Medicaid as well as other health related programs. Reduction amounts shown for Public Assistance include 
reductions to the State Department of Human Resources, which includes temporary cash assistance, foster care, energy 
assistance as well as other social service programs. Identified gaps and solutions are for the State's general fund only. 

South Carolina Reduced the Capital Reserve Fund (totaling $133.2 million) and local aid {totaling $20.1 million). 

Virginia in FY 2009: Administrafion, Finance. Commerce ar>d Trade, Natural Resources, Agriculture, Technology. In FY 2010: 

Administration. Finance, Commerce and Trade, Natural Resources. Agriculture, Technology 

Wisconsin Cuts were based on federal fiscal relief, unspecified reductions, and agency-specific cuts, and an ATB 1 percent cut. They 

were backfilled with federal fiscal relief dollars. 


NOTES TO TABLE l-B 


Indiana 

Nebraska 


New Jersey 


Oklahoma 


Most state agencies 

The Governor’s recommendations for FY 2010 assumed a 2.5 percent annual increase in employee salaries and wages 
and a 10 percent annual increase in the employer cost for employee health insurance. With just a few exceptions, the 
Governor's recommendations included budget adjustments to offeet the cost of employee salary and healtti insurance 
Increases in an effort to provide no or minimal net increase in appropriations. Agencies will address these budget 
adjustments in different ways. However, given the proportion that employee salary and benefit costs are of total agency 
budgets it is reasonable to assume there wHl be some position eliminations. The Governor's recommendations for FY 201 0 
included a reduction of $14.6 million in slate General Fund appropriations for Medicaid and SCHiP, The base adjustment 
was the result of an analysis of the projected needs of the programs relative to the available baseline appropriation and 
was not a reduction in eligibility, services or provider reimbursements.The Governor’s recommendations for FY 2010 
induded a reduction of $13.9 million in state General Fund appropriations for the state’s Homestead Exemption program. 
This was the result of an analysis of the projected needs of the program relative to the baseline appropriation and was not 
a reduction in eligibility or level of exemption. 

No cuts to cash assistance grants, but other cuts to Public Assistance were implemented. Most cuts to Medicaid services 
relate to federal stimulus, but there were other reductions that did not involve stimulus Hinds. Debt service was exempted 
from cuts, and there was no net reduction to children’s services. 

Oklahoma doesn't have an FY-2010 budget in place at this lime; so, we can’t report which if any of the listed measures will 
be taken 


Oregon The Legislature has not yet decided how to balance the FY 2010 budget. 


South Carolina Reduce local aid; reduce several agerw:y bases to the FY 2005-20(K funding levels: reduce agency travel 

Wisconsin Cuts were based on federal fiscal relief, unspecified reductions, and agenc;y-specific cuts, and an ATB 1 percent cut. They 

were badcfilled with federal fiscal relief dollars. Currertt estimates are from the LFB General Fund and Revenue 
Projections, January 29. 2009, TaWe 3 combined with adjustments from Act 2. 
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State General Fund Spending 

State general fund spending in governors’ pro|x>^ 
fiscal. 2010 budgets totals $652,9 billion, or 2.5 percent 
below fiscal 2009 estimated spending. This spendir^ 
decrease of 2.5 percent would be the worst 
expenditure growth in the past thirty-two years. Fca" 
focal 2009, estimated general fiind spending decreased 
by 2.2 percent, the second worst decline in state 
spending in the past 32 years (see Table 2, Figure 1, 
and Appendix Table A-4). 

Contributing to the significant slowdown in state 
general fund spending is the decline in tax revenue 
collections due to the ongoing national recession. The 
current recession, which started in December 2007, has 
been descrifod as the longest and nK)St severe recession 
since the Great Depiession in the 1930s. GDP gjowth 
has declined significantly during the past two quarters, 
and current forecasts do not expect GDP to expand until 
the third quarter of 2009, at the earliest Capital gains 
and investment income has significantly declined as a 
result of the financial crisis. Additionally, the 
unemployment rate could peak near 10 percent, fiom its 


current level of 8.9 percent. This lack of economic 
esjansion along with significant job losses have resulted 
in decreasing sal^, personal income, and corporate 
iiKxmie tax collections during fiscal 2009. 

In response, thirty-five states, in their fiscal 2010 
recommended budgets, stated that general fund 
spending would be below the previous year. 
Additionally, eleven states recommended general 
fund expenditure growth between 0 and 4.9 percent, 
two states recommended expenditure growth 
between 5 and 9.9 percent, while two states 
recommended general fund expenditure growth 
greater than 10 percent. For fiscal 2009, 30 states are 
estimating general fund spending below the 
previous year, along with 12 states that are 
estimating general fund spending growth to be 
between 0 and 4.9 percent, seven states estimate that 
general fund expenditure growth will be between 5 
and 9.9 percent, while one state is estimating that 
general fund spending will grow by 10 percent or 
more. In contrast, only one state reported negative 
expenditure growth for fiscal 2007 (see Table 3 and 
Appendix Table A-4). 


FIGURE 1 

Annual Percentage Budget Increases, Fiscal 1979 to Fiscal 2010 



Fiscal Year 


SOURCE; National Association of State Budget Officers. 



318 


THE FISCAL SURVEY OF STATES: JUNE 2009 7 


TABLE 2 

State Nominal and Real Annua! Budget 
increases, FIscai 1979 to Fiscal 2010 



State General Fund 

Nominal Increase 

Real Increase 

2010 

-2.5% 

- 

2009* 

-2.2 

-4.6 

2008* 

4.5 

-1.4 

2007 

9.4 

4.9 

2006 

8.7 

2.2 

2005 

6.5 

0.9 

2004 

3.0 

-0.6 

2003 

0.6 

-3.1 

2002 

1.3 

-0.8 

2001 

8.3 

4.4 

2000 

7.2 

3.1 

1999 

7.7 

5.6 

1998 

5.7 

4.1 

1997 

5.0 

2.9 

1996 

4.5 

2.2 

1995 

6.3 

3.4 

1994 

5.0 

2.6 

1993 

3.3 

1.0 

1992 

5.1 

2.9 

1991 

4.5 

0.1 

1990 

6.4 

2.6 

1989 

8,7 

5.4 

1988 

7.0 

3.5 

1987 

6,3 

2.7 

1986 

8.9 

5.6 

1985 

10,2 

6.1 

1984 

8.0 

3.7 

1983 

■0.7 

•6.3 

1982 

6.4 

-1.1 

1981 

16.3 

5.1 

1980 

10.0 

0,2 

1979 

10.1 

1.5 

1979-2010 average 

5.9% 

1,9% 


NOTES:*The state and local government implicit price deflator, 
as cited by the Bureau of Economic Analysis in May 2009. is 
used for state expenditures in determining real changes. Fiscal 
2009 figures are based on the change from fiscal 2008 actuals to 
esUmated fiscal 2009. Fiscal 2010 figures are based on the 
change from estimated fiscal 2009 to recommended fiscal 2010. 

SOURCE: National Association of State Budget Officers. 


TABLE 3 

Annua! State General Fund Expenditure 
Increases, Fiscal 2009 and Fiscal 2010 

Number of States 


Spending Growth 

Fiscal 2009 
(Estimated) 

Fiscal 2010 
(Recommended) 

Negative growth 

30 

35 

0.0% to 4.9% 

12 

11 

5.0% to 9.9% 

7 

2 

10% or more 

1 

2 


NOTE: Average spending growth for fiscal 2009 (estimated) is 
-2.2 percent; average spending growth for fiscal 2010 
(recommended) is -2.5 percent. 

SOURCE: National Association of State Budget Officers. 


State Cash Assistance Increased Under the 
Temporary Assistance for Needy Families 
Program 

The Temporary Assistance for Needy Families 
(TANF) program was reauthorized under the Deficit 
Reduction Act in February 2006. The TANF block 
grant is funded at $16.6 billion each year through 
2010. The Awencan Recovery and Reinvestment Act 
of 2009 included an additional $5 billion for 
the TANF program for two years in the form of an 
emergency contingency fund. 

The program includes specific definitions of work, 
work verification requirements, and penalties if states 
do not meet the requirements. As a result of these 
changes, most stales have to significantly increase 
work participation rates. Under ARRA, however, the 
workload reduction credit is modified for two years 
as well as rules governing unspent TANK funds that 
are carried forth. 

This report has information only on the changes in 
the cash assistance benefit levels within the program 
which represents approximately 35 percent of total 
program costs, For governors’ recommended budgets 
for fiscal 2010, forty-four states would maintain the 
same cash assistance benefit levels that were in effect 
in fiscal 2009. Three states propose decreases in cash 
assistance benefit levels, ranging from 4 to 1 1 percent, 
while three states propose increases in cash assistance 
benefit levels ranging from 4.4 to 10.0 percent (see 
Table 4 and Notes to Table 4). 
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TABLE 4 

Proposed Cost-of-Living Changes for Cash 
Assistance BeneHt Leveis under the Temporary 
Assistance For Needy Families Block Grant, 
Fiscal 2010 


State 

Percent Change 

California 

-4.0% 

Florida 

-6.0% 

Hawaii 

-11.0% 

Midiigan* 

See Note 

Montana 

5.0% 

Nebraska* 

See Note 

New York 

10.0% 

South Carolina 

4.4% 


SOURCE:Nationa! Association of State Budget Officers. 


NOTES TO TABLE 4 


Michigan The FY 2010 Executive recommendatton does 
not indude an increase for TWJF cash 
assistance benefit levels; however, the FY 2009 
clothing allowance increase to S88 for all 
children from birth through age 18 is maintained 
in the FY 2010 Executive recommendahon. 

Nebraska No increase in the maximum grant an individual 
may receive has been enacted for FY 2010. 
Effective July 1, 2009 Nebraska is increasing 
the maximum "standard of need" for TANF cash 
assistance from $681 to $710 per month (family 
of three).This increase is based on a 4.1 percent 
CPi increase in CY 2007 and 0.1 percent CPI 
increase in CY 2008. 


Medicaid Spending, Cost Containment, 
and Governors' Proposals for Health Care 
Expansion 

Medicaid 


Medicaid is a means-tested entitlement program 
financed by the states and the federal government 
that provides comprehensive and long-term 
medical care for more than 59 million low-income 
individuals. Medicaid accounted for approximately 
21 percent of total state spending in fiscal 2008 and 
is only slightly below elementary and secondary 
education as the largest component of total state 
spending. 


The American Recovery and Reinvestment Act 
(ARRA). The enactment of the American Recovery 
and Reinvestment Act of 2009 (ARRA) provides a 
temporary increase in the Federal Medicaid 
Assistance Percentage (FMAP) in order to enable 
states to maintain health care services during the 
recession. The estimated increase from the 
temporary increase in the FMAP is $87 billion over 
the 27 months which began October 2008 and ends 
December 2010. All states receive a temporary 
increase of 6.2 percent in their FMAP as well as 
additional amounts for those states facing the 
highest unemployment rates. Maintenance of effort 
requirements (MOE) in order to receive the federal 
funds include not having more restrictive eligibility 
and enrollment standards, methodologies and 
procedures in place than were in place July 1, 2008. 

Please note that due to the release of governors’ 
proposed budgets for fiscal 2010 and the enactment 
of ARRA during the same time frame, about one- 
third of the states were not able to incorporate 
either partial or total ARRA funds in the governors’ 
budget request for fiscal 2010. 

Medicaid Growth Rates. The enhanced federal 
match for Medicaid as part of ARRA allows states 
to continue health care coverage under Medicaid 
with federal funds as state funds have declined 
during fiscal 2009 and fiscal 2010. Total Medicaid 
spending increased by 4.8 percent in fiscal 2008 
and is estimated to increase by 6.4 percent in fiscal 
2009 with state funds decreasing by 0.5 percent and 
federal funds increasing by 11.1 percent. In 
governors’ proposed budgets for fiscal 2010, 
Medicaid spending would increase by 3.1 percent 
with state funds decreasing by 1.7 percent and 
federal funds increasing by 5.5 percent. In both 
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fiscal 2009 and fiscal 2010, state funds decline in 
each year while federal funds increase to sustain 
the program due to ARRA funds (see Table 5). 

Medicaid Enrollment. The economic downturn has 
resulted in an increase in Medicaid enrollment. 
Enrollment had been stable over the past several 
years and even decreased by 0.5 percent in fiscal 
2007, according to the Kaiser Commission on 
Medicaid and the Uninsured. Now with 
unemployment rising, states are beginning to 
experience a significant increase in Medicaid 
enrollment. 

Medicaid enrollment increased by 1.6 percent for 
fiscal 2008 and is estimated to increase by 
3.7 percent in fiscal 2(X)9. In governors’ 
recommended budgets for fiscal 2010> Medicaid 
enrollment would rise by an additional 4.0 percent, 
as shown in Table 5-A. The downturn in the 
economy is expected to result in significant 
increases in Medicaid enrollment as it has in 
previous economic slowdowns. With 
unemployment forecasted to increase over the next 
year, Medicaid enrollment is anticipated to rise 
even further. Enrollment increased by 9.5 percent, 
for example, in fiscal 2002. 
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Medicaid Cost Containment. Even with the use of 
ARRA fiinds, governors’ budgets include proposals 
to contain Medicaid costs as shown in Tables 6-A 
and 6-B. The most common strategies for fiscal 
2009 include reducing provider payments, delaying 
expansions, limiting prescription drugs, restricting 
long-term care, and expanding managed care. Even 
a larger number of states are planning to contain 
Medicaid costs in proposed fiscal 2010 budgets as 
shown in Table 6-B. Proposals for fiscal 2010 
include reducing and freezing provider rates, 
delaying expansions, limiting prescription drugs, 
and reducing benefits. Depending on the timing, 
not all governors' proposed budgets for fiscal 2010 
included ARRA fiinds and therefore may have been 
adjusted during the legislative process to comply 
with maintenance of effort requirements. States 
that had proposed eligibility or enrollment 
restrictions would not be able to implement such 
policies and still receive ARRA funds. 

Some states are also proposing to increase resources 
for Medicaid mostly from provider taxes or fees and 
some from tobacco taxes as shown in Tables 7-A 
and 7-B. For fiscal 2009, four states plan on raising 
provider taxes or fees while twelve states have 
plans to raise provider taxes or fees in governors’ 
proposed budgets for fiscal 2010. 
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TABLE 5 

Annual Percentage Medicaid Growth Rate 


Fiscal 2008 (Actual) Ffecal 2009 (Estimated) Fiscal 2010 (Recommended) 


Region/State 

Slate 

Funds 

Federal 

Funds 

Total 

Funds 

State 

Funds 

Federal 

Funds 

Total 

Funds 

Stale 

Funds 

Federal 

Funds 

Total 

Funds 

NEW ENGLAND 

Connecticut* 

10.4% 

• 

10.4% 

11.4% 

* 

11.4% 

7.4% 


7.4% 


-16.7 

3.9 




11.1 

-10.6 

10.1 

3.4 

Massachusetts* 

5.4 

5.4 

5.4 

4.4 

4.4 

44 

6.4 

6.4 

, ,6.4 

New Hampshire 

5,7 

5,9 

6.0 

-2.8 

13.2 

6.8 

-19 2 

.23v5__... 

8.5 

Rhode Island 

17,3 

11.3 

140 

-11.4 

12.5 

1 4 

-68 

-5,9_- 

0.7 

Veimont 

4.3 

4.7 

4.6 

-•13.9 _ 

28 6 

11 2 

3.5 

12.1 

M 

MID-ATLANTIC 

Delaware 

NA 

NA 

NA 

-10.5 

23.6 

6.6 

-2.4 

7.3 

3,3 


3.9 

4,2 

4.1 

-4.8 


11,4 

-3.3 

10.1 

4.4 


3.3 

54 

44 

-162 

17.7 

1 4 

•13,5 

17-0 ■■ 

4.8 


-3 3 

-26 

-2,9 

2 0 

-0.4 

0,6 

38 

-1-5 

0 7 


4.1 

4.2 

4.4 _ 

-47 

177 

L5 

i5 

M 

2.8 

GREAT LAKES 

Illinois 

11.5 

8,7 

102 

-9.2 

20 7 

4.8 

-5.2 

3.2 

-0.6 


106 

2,4 

5.4 

5,1 


12 2 

2.2 

-9.5 - 

6.9 


2.5 

9.1 

6.3 

-2.8 

11.3 

5.5 

-5.8 

14.1 

13.5 


-6.6 

2.6 


-25 

209 

117 

-26,6 

i2J 

-10.8 


1,0 

3.4 

2.4 

35 

7^_. 

6J 

-1LQ 




PLAINS 

Iowa 

11.7 

9.2 

9.9 

97 

11.9 

11 1 

-2,6 

1,3 

-0.1 

iBPaiRnraBBIIliHH 


6.9 

8.4 

6,7 

3.1 

3.1 


0.1 

- 


7.6 

6.3 

6.5 

-3,8 

269 

11.4 

2.0 _■ 

21.3 

12.4 


10.0 

-0.6 

4.1 

3.4 

87 

6.2 

4.3 

10.2 

7.5 


3,1 

0.0 

1.2 

38 

7.9 

6,3 

■ 2.5 — 

4.6 

3.8 


155 

92 

11.4 

-2.5 

-43 

-3,7 

24 3 

23 7 

23.9 


19.1 

4£... . 

9£. 

•11.8 

24.7 . 

nj 

=3^3 

M 

M 

SOUTHEAST 

Alabama 

7.9 

•6.7 

-2.3 

0.1 

4.1 

2.8 

7.2 

7.7 

7.6 


9.6 

7,8 

8.2 

6.6 

48 

5.2 

8.7 

-8.8 

8.7 



0.6 

3,8 

11 9 

5,0 

8,1 

8,2 

4.9 

6.4 


-3.8 

0,2 

-1.3 

■143 

18J5 

6C 

-4.2 

m 

5,4 



19.9 

146 

15.9 

158 

7.6 

9-7 

-24,3 

12 

-5.4 


4,6_ 




4.4 

9 

2.5 




LQ 




HIBElHi 

-1,4 

•19.1 

21.8 

19.7 

-0.4 

■1.6 

-3.5 


24 8 

49 

85 


•3.5 

•1.7 

-26.2 

20.3 

3.5 


68 

5.3 

60 

24 

3.2 

2,8 

7.8 

8.2 

80 

■niiiiiii mi — 

3,0 

6 0 . 

50 

•14.0 

-IB-.O 

kSi 



L2 

4.0 

SOUTHWEST 

Arizona 

19.3 

7.7 

11.4 

•168 

27,9 

12.5 

65 

17.4 

14 6 

New Mexico 


12,6 

13.2 




0.3 

18 ■ 

13 . 

Oklahoma 

NA 

NA 

NA 

NA 

NA 

— NA 

NA 

NA 

NA ■ 

Texas 

.98. . 

63 

._8.0 

69 

2J 


2Jj 

0,3 

1,3 

ROCKY MOUNTAIN 

Colorado 

5.3 

7 1 

6 2 

97 

9.0 

9,3 

9.7 

10.1 

99 

Idaho 

9,1 

■nnn^^B 

ibkjisbhbhi 

-135 

18.7 

9.0 



81 

44 

Montana 

5.1 

1.5 

2,6 

12 7 

9,7 

10.6 


9,2 

9.8 

Utah 

4,8 

7.2 

6,4 

•115 

72 

0.9 



, -13 

Wyomino 

16.6 

8.0 ... 

12 1 

^.6 

15.2 

_A5 

ilQJ 

dilO 

d0,0 

FAR WEST 

Alaska 

14.0 

-9.1 

-1.1 

21.0 

19.9 

20.3 

-16.6 

6,9 

2.7 


11.5 

4.8 

76 

-2.6 

16.9 

8-4 

3.2 

1 1 

9 


5.7 

2.0 

3.6 

-18.4 

16.0 

4.5 

2.0 

-4.6 

- 3.7 


4.9 

-0.2 


-21-1 

58 

-6.7 

-12 2 

15.4 

4.5 


6.8 

66 

6,7 

-8.6 

18? 

LJ 

i13J 

16.3 

65 


5.7 

9,8 

7,8 

10.0 

8,1 



9 1 

7,4 


6.47% 

3,95% 

4J7% 

•0.52% 

11.12% 

6,36% 

-Aim- 

5.51% 

.3.13% 

NOTES: NA indicates data not available. 'See Notes to TaWe 5. 
SOURCE: National Association of State Budget Officers. 

‘‘Average percent changes are weighted averages. 




NOTES TO TABLES 

Connecticut Medicaid appropriation is “gross funded" - Federal funds are deposited directly to the State Treasury. 
Massachusetts in FY 2010 ANF backed out off-budget spending that was moved on budget. 
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TABLE 5-A 


Percentage Change In Medicaid Enrollment 




FY2008 

FY2009 

FY2010 

Repion/State 

Actual 

Estimated 

Proposed 

NEW ENGLAND 





5,7% 

5.2% 

4,4% 


-i.a 

1.6 



40 

3 0 

5.1 


0-5 

7.7 

55 


-2 1 

-2.4 

17 


a.7 

5 3 

69 

MID-ATLANTIC 




Delaware 

NA 

5.6 

6,0 


Ofi 

6.2 

5.8 


1.4 

3.4 

44 


-1.3 

2 5 

48 


13 

2ft 

32 

GREAT LAKES 





5.8 

1.4 

2.7 


3.4 

92 

6 7 


1 1 

1.1 

an 


1 4 

5.5 

6.1 


4.9 

8.2 

37 

PLAINS 





3.1 

7.0 

2.6 


29 

3.0 

3.3 


3.3 

5,8 

55 



0.4 

n.4 



1.8 

17 



3.4 

4.8 



13 

1.3 

SOUTHEAST 




Alabama 

-1.0 

5.0 

1.0 







110 

9.0 



84 

m 



NA 

NA 



5J 

8,6 








NA 



20 

12 



0-5 

35 



5.1 

iS 



0.2 

02 

SOUTHWEST 





5.4 

10.9 

12.4 


54 

8.6 

1.4 




blA 


17 

2,2 

IS 

ROCKY MOUNTAIN 





-0,1 

10.4 

8.4 



33 

38 



1.8 

8.3 



11 2 

15 


02 

LQ 

0 


FAR WEST 



-3.2 

2.1 

1.3 


1.4 


iLS 








-9.5 




10.5 






1.6% 

3.7% 

- 4.0% 

NOTES: NA indicates data not available. *See Note to Table 5-A. ' 
pOURCE: National Association of State Budget Officers. 

“* Average percent changes are weighted averages. 



NOTE TO TABLE 5-A 

Colorado "Medicaid Spending” is ail Title XIX binding induding the adminis&’ative costs (Executive Director's Office), Medical Services 

Premiums (the actual cost of providing medical services to clients), Medicaid Mental Health services, and Medicaid services 
provided by the Department of Human Services. 
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TABLE 6-A 


Fiscal 2009 Budgetary Actions Aimed at Containing Medicaid Costs 

Reduce Freeze Restict Lknil 

Provider Provider Reduce EBgi&Sify/ Delay Prescriptior} 

Region/State Pavmmts Pavments Benefits Brsz^lment Exoanskms Drugs 

Institute 
New or 
Higher 
Cooavments 

Expand 

Managed 

Care 

Restrict 

Long- 

Term 

Care 

Other 

(Please 

describe) 

NEW ENGLAND 







Massachusetts 

X 



X 



New Hampshire 

X 






Rhode Island 

X 

X 



X 


Vermont 


X 



X 


MID-ATLANTIC 







Delaware 


X 





Maryland 

X 

X 





GREAT LAKES 







Illinois* 

X 

X 


X 


X 

Indiana 


X 





Michiaan* 

X 

XX X 


X 


X 


X 






Wisconsin 


X 





PLAINS 







Iowa* 

X 





X 

Minnesota 

X 






MiRsnuri 

SOUTHEAST 







Alabama 


X 





Arkansas* 


X 




X 

Florida 

X 

X 


X 




Georgia* x. 

Kentucky 


Louisiana 

X 




X 

North Carolina 

Viroinia 

X 


X 



SOUTHWEST 






Arizona 

X 

X 


X 



New Mexico x_ 


Oklahoma 


ROCKY MOUNTAIN 
Colorado 




Idaho 

X X 

X 


Utah 

X X 

X 


FAR WEST 




Alaska 


X 


California 

XXX 

X X 

X 

Nevada 

X X 



Washinolon 

XXX 

X 


Total 

18 8 6 1 8 

7 2 

6 2 6 

NOTES:*See Notes to Table 6-A. 

SOURCE: National Association of State Budget Officers. 


NOTES TO TABLE 6-A 

Arkansas 

Restructured Rehabilitation Setviras fw Persons with Menial lllrwss (RSPMt) program 


Georgia 

Utilize the public assistance reporting and information system. Fee schedule update for durable medical equipment and 
physician injectable drugs. 

Iowa 

Across the board reductions 



Illinois 

Reduce provider payments through minor automated laboratories. Other changes include ongoing care management 
initiatives & preferred drug list initiative 

Michigan 

Administrative savings, fund shifts, and lapses. 
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TABLE 6-B 

Fiscal 2010 Proposed Budgetary Actions Aimed at Containing Medicaid Costs 


Region/State 

Reduce 

Provider 

Payments 

Freeze 

Provider 

Payments 

Reduce 

Benefits 

Restrict 

Bigit^Sy/ 

Enn^nertt 

Delay 

Exoan^ons 

Limit 

Prescription 

Draas 

Institute 
New or 
Higher 
Copayments 

Expand 

Managed 

Care 

Restrict 

Long- 

Term 

Care 

Other 

(Please 

describe) 

NEW ENGLAND 











Connecticut* 


X 

X 

X 

X 

X 

X 




Maine 

X 








X 

X 

Massachusetts 

X 










New Hampshire 

X 

X 









Rhode Island 

X 



X 




X 

X 


Vermont 

X 

X 

X 


X 

X 



X 


MID-ATLANTIC 











Delaware 


X 









Maryland 


X 



X 

X 





New Jersey 

X 





X 

X 




New York' 

X 





X 




X 

Penns\rtvania 


X 









GREAT LAKES 











Illinois* 


X 








X 

Indiana* 





X 





X 

Michigan* 

X 

X 




X 




X 

Ohio* 










X 

Wisconsin* 


X 



X 



X 


X 

PLAINS 











Iowa* 










X 

Kansas 






X 





Minnesota 

X 

X 

X 

X 

X 




X 


Missouri* 










X 

SOUTHEAST 











Alabama 


X 




X 





Arkansas 

Florida 

X 










Georqla’ 


X 








X 

Kentucky 

Louisiana 

X 





X 




X 

North Carolina 

Tennessee* 

X 




X 


X 



X 

Virainia 

X 



X 

X 






SOUTHWEST 











Arizona* 











Oklahoma 

ROCKY MOUNTAIN 











Colorado 

X 

X 



X 

X 


X 



Idaho 

X 

X 

X 



K 

X 




Utah 

X 


X 



X 


X 



Wyoming 

X 

X 









FAR WEST 











Alaska 






X 





California 

X 


X 


X 

X 

X 

X 



Nevada 

X 


X 








Washington 

X 


X 


X 

X 





Total 

20 

15 

8 

4 

11 

15 

5 

5 

4 

12 


NOTES;*See Notes to Table 6-B 

SOURCE; National Association of State Budget Officers. 
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NOTES TO TABLE 6-B 


Arizona 

Connecticut 

Georgia 

Illinois 

Indiana 

Iowa 

Michigan 

Missouri 

New York 

Ohio 


Tennessee 

Wisconsin 


FY 2010 Governor’s budget not yet released 

Restricted eligibility/enrollment applies to c^in state-fijnded populations only 

UUlize the public assistance reportir^ and mforniaficm system. Fee schedule update for durable medical equipment and 
physician injectable drugs. 

Other dianges include ongoing care management initiath^s & preferred drug list initiative 

Pharmacy Carve-Out 

Across the board reductions 

Administrative savings, fund shifts, and lapses 

Pharmacy consolidation to increase the state’s gWftty to earn rebates 

Establishment of 0.7 percent provider as^»nent, reduction of administrative and marketing costs, cost rebasing, and 
maximization of federal participation 

Governor's Budget includes several cost-containn»nt inttiatt>«s, including carve-out of the pharmacy benefit from Managed 
Care Plans (MCPs), moving to a retro^Dedive payment system for MCPs. shifting to non-GRF funds through increased 
assessments, and moving nursing fadfitiW to a pricing model instead of cost based. 

Other administrative reductions 

The Deparftnent of Health Senrices vmll need to realize reductions in GPR through administratively implemented savings 
and efficiency measures. These measures are currently be'mg formulated. 


TABLE 7-A 


Changes During Fiscal 2009 to Generate Additional Resources for Medicaid 


Region/State 

Tobacco Tax 

Provider Tax/Fee 

Other 

NEW ENGLAND 





Massachusetts 


X 



Rhode Island’ 

Vermont’ 


X 



MID-ATLANTIC 





Marjrfand 



X 


GREAT LAKES 





minds 



X 


Ohio 

MIdiigan 



X 


Wisconsin 



X 


SOUTHEAST 





Arkansas 




X 

Kentucky 

North Carolina 

SOUTHWEST 





Oklahoma 





Total 


2 

4 

1 

NOTES: ’See Notes to Table 7-A. 

SOURCE; National Association of State Budget Officers. 

NOTES TO TABLE 7-A 

Rhode Island 

Under the Global Medicaid Waiver. Rhode Island will receive federal financial participation for Costs Not Otherwise 
Matchable (CNOM) programs $8.5 million in FY 2009 

Vermont 

Per Act 1 91 of 2006, tobacco tax was already sdieduled to increase in FY 2009 
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TABLE 7-B 


Proposed Changes for Fiscal 2010 to Generate Additional Resources for Medicaid 

Region/state Tobacco Tax Pmvider Tax/Fae 

Other 

NEW ENGLAND 




Massachusetts 


X 


Rhode Island* 

MID-ATLANTIC 




New York* 

X 


X 

Pennsylvania 


X 


GREAT LAKES 




Illinois 


X 


Ohio’ 



X 

Wisconsin 


X 


PLAINS 




Missouri* 


X 


SOUTHEAST 




Arkansas* 

X 

X 


Florida 


X 


Kentucky 

Mississippi* 

X 

X 

X 

North Carolina 

Tennessee 


X 


Virginia 

X 

X 


SOUTHWEST 




Arizona* 




Oklahoma 

ROCKY MOUNTAIN 




Colorado 


X 


Idaho 


X 


Montana’ 



X 

Total 

4 

12 

4 

NOTES: ’See Notes to Table 7-B. 




SOURCE: National Assodstion of State Budget Officers. 




NOTES TO TABLE 7-B 

Arizona 

FY 2010 Governor’s budget not yet released 

Arkansas 

Added third party liability staff; RFP for Health Insurance Premium Program 

Mississippi 

Hospital Assessment 

Missouri 

Sunset extension of current provider taxes. 

Montana 

Insurance premium taxes 

New York 

AddiUonal income from audit recoveries 

Ohio 

Increased assessments for ICF/MRs, nursing facilities, and hospitals. 

Rhode island 

Under the Global Medicaid Waiver, Rhode Island will receive federal financial participation for Costs Not Otherwise 
Matchable (CNOM) programs $15.8 million in FY 2010 
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Governors' Proposals for Health Care 
Expansion 

The deterioration of economic conditions has 
affected states’ ability to move ahead with plans to 
increase coverage to the uninsured. About one-fifth 
of the states propose to expand coverage to the 
uninsured focusing mostly on children. Medicaid 
and CHIP funding are the most common sources of 
funds for these expansions. 

Not surprisingly, the weakening fiscal conditions 
have led to declines in states with proposals to 
expand coverage relative to the past two years. Two 
years ago, more than two-thirds of governors’ 
budgets had some proposal to expand health care 
coverage. By last year, about one-half of the states 
had proposals to cover the uninsured in governors' 
proposed budgets for fiscal 2009. In eighteen states, 
proposals to cover the uninsured were enacted, 
partially enacted, or partially implemented through 
administrative order in fiscal 2008. 

The approximate number of additional people that 
would be covered under governors’ proposals varies 
significantly across states and is highly dependent 
on the scope of the proposal, the population of the 
state, and the percentage of the state’s population 
that is uninsured. 

Total funding for the health care expansion 
proposals in governors’ proposed fiscal 2010 
budgets is shown in Table 9-B. The majority of 
states are assuming that Medicaid and CHIP would 
provide funding for expansions. Other funding 
sources assumed for health care expansions are 
provider taxes or fees, tobacco taxes, state general 
funds, and contributions from participants and 
employers. 


About one-fifth of the states have plans to conduct 
outreach and streamline eligibility in Medicaid and 
CHIP in order to attain greater participation in 
these programs. This is to address concerns about 
those currently eligible but who have not enrolled 
in Medicaid and CHIP programs. 

Not surprisingly, health care reform efforts at the 
national level will likely impact health care 
proposals and actions at the state level. 

Children's Health Insurance Program 
Reauthorization Act (CHIPRA). The expansion 
and reauthorization of the Children's Health 
Insurance Program Reauthorization Act (CHIPRA) 
in 2009 allows additional resources for states to 
cover uninsured children. In governors’ proposals 
for fiscal 2010 over half of the states proposed no 
changes in the program while nine states proposed 
expansions and nine states proposed restrictions as 
shown on Table 8-A. A few states are proposing to 
restrict CHIP in governors’ proposed budgets for 
fiscal 2010, mostly from enrollment caps, as shown 
in Table 8-B. 

According to recent estimates by CMS’s Office of 
the Actuary, projections over the next ten years for 
national health expenditures are at an average 
annual rate of about 6.2 percent from fiscal 2008 
through fiscal 2018. Medicaid is expected to 
increase above the rate of growth for overall 
national health expenditures due to increased 
numbers of aged and disabled individuals, who are 
relatively more costly to serve, comprising a greater 
share of program participants. With Medicaid 
comprising 21 percent of state budgets, these long- 
term growth rates will continue to strain state 
budgets even after economic conditions improve 
over the next several years. 
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TABLE 8-A 


Proposed Changes for Children’s Health insurance Program for Fiscal 2010 


Region/Sta(e 

Expan&on No Change 

Restriction 

NEW ENGLAND 



Connecticut 


X 

Maine 

X 


Massadiusetts 

X 


New Hampshire 


X 

Rhode island 

X 


Vermont 

X 


MID-ATLANTIC 



Delaware 

X 


Maryland 

X 


New Jersey 

X 


New York 


X 

Pennsylvania 


X 

GREAT LAKES 



Illinois 

X 


Indiana* 

X 


Michigan 

X 


Ohio 

X 


Wisconsin 

X 


PLAINS 



Iowa 

X 


Kansas 

X 


Minnesota 

X 


Missouri* 

X 


Nebraska 

X 


North Dakota 

X 


South Dakota 

X 


SOUTHEAST 



Alabama 

X 


Arkansas 



Florida 

X 








Louisiana 

X 


North Carolina 




Tennessee 


X 





SOUTHWEST 



Arizona* 



New Mexico 

X 


Oklahoma 




ROCKY MOUNTAIN 



Colorado 

X 


Idaho* 

X 


Montana 

X 


Utah 

X 


Wyoming 


X 

FAR WEST 



Alaska 

X 


California 

X 


Hawaii 

X 


Nevada 


X 

Oregon* 

X 


Washington 


X 

Total 

9 27 

9 

NOTES: *See Notes to Table 8-A. 



SOURCE: National Association of State Budget Officers. 
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TABLE 8-B 


Proposed Eiigibiiity Restrictions for Children’s Heatth insurance Program for Fiscal 2010 


Region and State 

Eligibility Restrictions 

Enrollment Cap Premium Increase 

NEW ENGLAND 

Connecticut 



X 

New Hampshire 



X 

MID-ATLANTIC 

New York* 




Pennsylvania 

X 



SOUTHEAST 

Kentucky 

North Carolina 

South Carolina 


X 


Tennessee 


X 


SOUTHWEST 

Arizona* 

Oklahoma 

ROCKY MOUNTAIN 

Wyoming 


X 


FAR WEST 

Nevada* 


X 


Oregon* 

Washington 

X 



Total 

2 

4 

3 

NOTES: *See Notes to Table 8-B, 

SOURCE: National Association of State Budget Officers. 


NOTES TO 8-A 


Arizona 

FY 2010 Governor's budget not yet released 

Idaho 

Stale is exploring options under CHIPRA to improve its efforts to reach 
eligible but unenrolted children that are estimated to be about 25,000 
children. 

Indiana 

Budget does not yet incorporate federally legislated changes 

Missouri 

It does not increase eligibility, it removes premiums for families with 
incomes below 22 percent Federal Poverty Limit (FPL) and 
implements a standard premium of $50 per month for families between 
225 percent to 300 percent FPL. 

Oregon 

Healthy Kids Program 

West Virginia 

Due to the recent reauthorization of the CHIP Act at the federal level, 
the state program is revievring options now available under the new 
legislation and will be finalizing proposed changes with the board in 
the coming months. 

NOTES TO TABLE 8-8 

Arizona 

FY 2010 Governor's budget not yet released 

Nevada 

Cap at 25.000 

New York 

Ckher measures including family contributions to CHIP are modified to 
bring New York rates more in line with those of other states, in 
addibon, a cap on marketing costs has been placed on CHIP. 

Oregon 

Changes include reductions allow for the Plan Drug List (PDL) to be 
enforceable, adding MH Drugs to the enforceable PDL, reducing Cap 
Rate to Managed Care (MC) by 3 percent, delay Fee for Service (FFS) 
COLA, Reduce DRG from 80 percent to 72 percent, and eliminate 
provider services. 
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TABLE 9-A 

Recommended Fiscal 2010 Budget Proposals to Reduce the Number of Uninsured State Residents 

Total 

Number Aged Low- Small 

to be All Young ChBdhss or Wage Business 

Region/State Covered Residents ChMen Parents AdtMs AduMs Disabled Workers Employees Immigrants Other 

NEW ENGLAND 

Massachuse tts 1 % - 2% x 

MID-ATLANTIC 

New Jersey* 32,730 x 

Pennsylvania 90,000 x x x x x 

GREAT LAKES 

Illinois* Not Yet x 

Known 

Michigan* 

Wisconsin 33,200 x 

PLAINS 

Mis souri* 62,409 x x 

SOUTHEAST 

Arkansas 19,600 x x 

Kentucky 

Louisiana 16,953 x 

North Carolina 

SOUTHWEST 

Arizona* 

Oklahoma 

ROCKY MTN. 

Montana 29,000 x 

FAR WEST 

California* 

Oregon* 16,217 x 

NOTES: *See Notes to Table 9-A. 

SOURCE; National Association of State Budget Officers. 


NOTES TO TABLE 9-A 


Arizona 

California 

Illinois 

Michigan 

Missouri 


New Jersey 


FY 201 0 Governor's budget rrot yet released 

The Governor and Legislature are working on proposals to reduce ffie number of uninsured; however, these proposals 
are not contained in the 2009-10 state budget. 

Expansion of Veterans Care 

Under the Governor’s proposal. 500 uninsured and 1 ,500 underinsured individuals would be covered, 

27,609 children and 34,800 parents wtHJld be covered under the Governor's proposal. The Governor and Legislature 
are working on a plan to utilize hospital provider taxes and disproportionate share payments in lieu of the state’s general 
revenue Lind to provide coverage to parents. The General Assembly did not approve the Governor’s proposed 
coverage expansion to the diBdren’s program. 

The proposal eliminates premiums for lownncome diiWren who are at 151 percent to 200 percent of the federal poverty 
level. 


Oregon 


Monthly average for 2010 
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TABLE 9-B 

Recommended Fiscal 2010 Revenue Sources to Fund the Proposal to Reduce the Number of Uninsured 
State Residents 

Revenue Sources for Proposal {in millions) 

Genera/ Fund: Federal Funds: Other Sources: 


Contribution Contribution 
Tobacco Provider from from 

Region/Slate Medicaid CHIP Olher Medicaid CHIP CWw Tax Tax Participants Employers Other Totai 


NEW ENGLAND 

Massachusetts* $3,904.0 $315.4 $491.8 

SS.OM.O $169.8 $357.6 

$0.1 $0.8 $0.1 $0,0 SO.O $9,439.0 

MiD-ATLANTiC 

New Jersey 1.2 

2.2 

3.4 

Pennsylvania 

132.9 

5.7 113.2 251.8 

GREAT LAKES 

Illinois Not 

yet 
know5 

NtM 

yet 

known 

Not 

yet 

known 

Michigan* 6.6 

11.4 

18.0 

Wisconsin 

51.1 

27.3 78.4 

PLAINS 

Missouri 25.6 13.6 

112.3 42.0 

37,1 0.5 231.1 

SOUTHEAST 

Arkansas 1.9 2.3 

4.7 9.1 3.8 

1.0 22.8 

Kentucky 



Loulsisna 3,5 1.8 0.1 

7,9 6.5 

19.8 

North Carolina 



SOUTHWEST 

Oklahoma 



ROCKY MTN. 

Montana 

15.0 18.0 

15 48.0 

FAR VreST 

Oregon 12.7 

21.7 

34.4 


NOTES: *Sea Notes to Table 9-B. 

SOURCE; National Association of State Budget Officers. 


NOTES TO TABLE 9-8 


Massachusetts Other Federal funds includes administrative revenue and contributions from participants includes premiums for 
Commonwealth Care and CommonHealth at MassHealth. Total spendir>g reflects total funds included in the Governor’s 
FY 2010 proposal filed on January 28, 2009. Total spending does not reflect incremental costs above the previous year. 

Michigan Under the Governor’s proposal, target population includes disabled children meeting SSI eligibility criteria between 200 

percent and 300 percent of federal poverty level. 
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TABLE 9-C 


Inclusion of Outreach and Eligibility Process Changes to Reduce Those 
Eligible but not Enrolled 

Region/State Yes No 

NEW ENGLAND 


Massachusetts 

X 

MID-ATLANTIC 


New Jersey 

X 

Pennsylvania 

X 

GREAT LAKES 


Illinois* 


Michigan 

X 

Wisconsin 

X 

PLAINS 


Missouri 

X 

SOUTHEAST 


Arkansas 

X 

Kentucky 

Louisiana 

X 


North Carolina 
SOUTHWEST 
Oklahoma 

ROCKY MOUNTAIN 
Montana x 

FAR WEST 

Oregon* x 

NOTES: ‘See Notes to Table 9-C, 

SOURCE: National Association of Slate Budget Officers. 


NOTES TO TABLE 9-C 

Illinois Not yet known 

Oregon Health Kids Program 
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State Revenue Developments 

CHAPTER TWO 


Overview 

State revenue growth in fiscal 2009 continued the 
decline that began in fiscal 2008. Although 
corporate income taxes were the only major source 
to show an actual decline in fiscal 2008, sales and 
personal income tax collections showed a slower 
rate of growth. In fiscal 2009, both sales and 
personal income tax collections, along with 
corporate income tax collections, showed negative 
growth. Total revenue collections shrank for many 
states during fiscal 2009. Current estimates for 
fiscal 2009 show that revenue collections exceed 
projections in two states and are on target in 10 
states, while collections are below expectations in 
38 states (see Table A-6). In comparison to fiscal 
2008, revenue forecasts exceeded expectations in 25 
states, were on target in 5 states and below 
expectations in 20 states. 

Recommended net tax and fee changes would 
result in $23.9 billion in additional revenue based 
on governors’ recommended budgets. For fiscal 
2010, twenty-nine states recommend net increases 
while five states recommend net decreases. Of this 
total, $11.3 billion reflects tax and fee changes that 
were proposed by California. 

States also recommended $3.4 billion of other 
revenue measures for fiscal 2010 that enhance 
general fund revenue but that do not affect 
taxpayer liability. These measures may rely on 
enforcement of existing laws, additional audits and 
compliance efforts, and increasing fines for late 
filings. 


TABLE 10 


Enacted State Revenue Changes, Fiscal 1979 to 
Fiscal 2009; and Proposed State Revenue Actions, 

Fiscal 2010 

Revenue Change 

Fiscal Year 

(Billions) 

2010 

$23.9 

2009 

1.5 

2008 

4.5 

2007 

-2-1 

2006 

2,4 

2005 

3.5 

2004 

9,6 

2003 

8,3 

2002 

0.3 

2001 

-5,8 

2000 

-5.2 

1999 

-7.0 

1998 

-4.6 

1997 

-4,1 

1996 

-3.8 

1995 

-2.6 

1994 

3,0 

1993 

3.0 

1992 

15.0 

1991 

10,3 

1990 

4,9 

1989 

0.8 

1988 

6,0 

1987 

0.6 

1986 

-1,1 

1985 

0.9 

1984 

10.1 

1983 

3,5 

1982 

3,8 

1981 

0.4 

1980 

-2,0 

1979 

-2.3 


SOURCES: Advisory Commission on Intergovernmental Relations, 
Significant Features of Fiscal Federalism, 1985-86 edition, page 77, 
based on data from the Tax Foundation and the National 
Conference of State Legislatures. Fiscal 1988-2010 data provided 
by the NaWonal Assocaalion of State Budget Officers, 
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TABLE 11 


Proposed Fisca! 2010 Revenue Actions by Type of Revenue and Net Increase or Decrease** 

(Millions) 


State 

Sales 

Personal 

Income 

Corporate 

Income 

Cigarettes/ Motor 

Tobatxo Fuels Alcohol 

Other 

Taxes 

Fees 

Total 

Alabama 







$ 0.0 

Alaska 




-S.O 


-3.2 

-11.2 

Arizona 







0,0 

Aricansas 

-44.3 



86.2 



41,9 

California 

4,776.0 

4,744.0 

4.0 

38.0 


1,692.0 

11,254.0 

Colorado 





-2,9 

200,0 

197.1 

Connecticut 






137,2 

137.2 

Delaware 


30.0 


16.0 3.5 

111.4 

3.5 

164.4 

Florida 






151.3 

151.3 

Georgia 






23,0 

23.0 

Hawaii 







0.0 

Idaho 




17.6 

6.0 

16.0 

39.6 

Illinois 

94.0 

2,920,0 

470.0 

365.0 

593.0 


4,442.0 

Indiana 







0,0 

Iowa 



28,0 




28.0 

Kansas 


4.4 



19.0 


23.4 

Kentucky 

52,0 



107.0 



159.0 

Louisiana 





-8,0 


-8.0 

Maine 


10.0 

2.6 

1.5 

3.8 

1.6 

19.5 

Maryland 





4.5 


4.5 


Massachusetts 

Michigan 

Minnesota 

Mississi' ■' 


Missouri 


Montana* 
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Collections in Fiscal 2009 

Collections of sales, personal income, and corporate 
income taxes during fiscal 2009 are currently 
estimated to be 6.1 percent lower than actual fiscal 
2008 collections. Specifically, sales tax collections 
are 3.2 percent lower and personal income tax 
collections are 6.6 percent lower than collections in 
fiscal 2008. Corporate income tax collections are 
estimated to be 15.2 percent lower relative to 
actual fiscal 2008 collections. (See Table A-7b). 

Projected Collections in Fiscal 2010 

Based on governors’ recommended budgets, states 
are projecting a 1.7 percent growth in tax 
collections for fiscal 2010 relative to fiscal 2009 
current year estimates. Compared to fiscal 2009 
collections, recommended fiscal 2010 budgets 
reflect a 3.0 percent increase in sales tax revenue, 
1.3 percent increase in personal income tax 
revenue, and a 1.7 percent decline in corporate 
income tax revenue. (See Table A-7b). However, 
many states have since reported that April tax 
collections were well below expectations. 

Recommended Fiscal 2010 Revenue Changes 

In thirty-four states, governors are recommending 
net tax and fee changes of $23.9 billion. Twenty- 
nine states recommend net tax and fee increases 
while five states recommend net tax and fee 
decreases. The largest change would occur in 
personal income taxes ($8.8 billion). Of this 
$8.8 billion, $4.7 billion and $2.9 billion are 
accounted for in changes recommended in 
California and Illinois, respectively. Other tax and 
fee increases proposed include increases of 
$6.5 billion in sales taxes, $5.0 billion in fees, $1,5 
billion in cigarette and tobacco taxes, $1.1 billion 
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in other taxes, $539 million in corporate income 
taxes, $323 million in alcohol taxes, and $87.6 
million in motor fuels. 

The Fiscal Survey of States distinguishes between 
tax and fee changes (detailed in Table 11 and Table 
A-8) and revenue measures (detailed in Table A-9). 
Tax and fee changes are revisions in current law 
that affect taxpayer liability and that in some 
instances reflect one-time actions such as sales tax 
holidays. Revenue measures refer to actions that do 
not affect taxpayer liability, such as the deferral of 
a tax increase or decrease or the extension of a tax 
credit that occurs each year. Also included in this 
category is greater enforcement of existing laws. 

Sales Taxes. Eight states recommended sales tax 
increases while two recommended decreases in 
their fiscal 2010 governors recommended budgets. 
The result is a net revenue increase of $6.5 billion. 
Much of this change is due to a proposed rate 
increase in California that would give the state 
$4.8 billion. 

Personal Income Taxes. Ten states recommended 
personal income tax increases while five 
recommend decreases for a net change of 
$8.8 billion. More than half of this change is 
accounted for in rate increases and credit reduction 
proposals from California and Illinois that would 
increase collections by $4.7 and $2.9 billion, 
respectively. 

Corporate Income Taxes. Eight states recommended 
corporate income tax increases while three 
recommended decreases in their fiscal 2010 
governors’ recommended budgets for a net change 
of $539 million. A rate increase proposed in Illinois 
accounts for $470 million of this change. 
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Cigarette and Tobacco Taxes. Sixteen states 
recommended cigarette income tax increases for a 
net change of $1.5 billion. An increase in the tax 
rate of $1 per pack in Illinois proposes to raise $365 
million, while a rate increase in North Carolina 
proposes to raise over $340 million. 

Motor Fuel Taxes. Three states recommended 
motor fuel tax increases while one state proposed a 
decrease for a net change of $87.6 million. A rate 
increase in Oregon proposed to raise $58 million. 

Alcohol Taxes. Six states recommended alcohol tax 
increases in their fiscal 2010 governors’ 
recommended budgets for a net change of 
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$323.1 million. Increased tax rates are proposed to 
raise $158 million in North Carolina. 

Other Taxes. Fourteen states recommended other 
tax increases while five states proposed decreases in 
their fiscal 2010 governors’ recommended budgets 
for a net change of $1.1 billion. Various measures 
in Illinois are proposed to raise $593 million. 

Fees. Seventeen states recommend fee increases 
while one state proposed a decrease in their fiscal 
2010 governors’ recommended budgets for a net 
change of $5.0 billion. Over 40 proposed fee 
changes in New York are expected to raise nearly 
$2.2 billion. 


FIGURE 2 

Enacted State Revenue Changes, Fiscal 1991 to Fiscal 2009, and Proposed State Revenue Change, 
Fiscal 2010 



Fiscal Year 


SOURCE; National Association of State Budget Officers. 
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Total Balances 


CHAPTER THREE 

Following declines in revenue collections during 
previous economic downturns, states began to set 
aside additional funds in “rainy day” accounts to 
help stabilize budgets from any decline in tax 
collections. The effort to maintain adequate balances 
helps mitigate the disruption to state services during 
an economic downturn. Even while maintaining 
adequate balances, states have been forced to cut 
midyear budgets during both of the last two 
economic downturns. 

Though budget experts’ views vary, the informal 
rule-of-thumb has previously been to build-up 
budget reserve balances to a level that equals at least 
five percent of total expenditures to provide a 
relatively adequate fiscal cushion. Due to strong 
revenue growth experienced by nearly all states 
during the middle part of the decade, most states 
were able to meet or exceed a balance level of five 
percent. Total balances include both ending balances 
and the amounts in states’ budget stabilization funds; 
they reflect the funds that states may use to respond 
to unforeseen circumstances after budget obligations 
have been met. State officials often try and avoid 
drawing down balance levels at the beginning of a 
downturn. 

Prior to the start of both this most recent recession 
and the recession in the early part of this decade, 
states had built up fairly significant balance levels. 
In fiscal 2000, balances reached 10.4 percent of 
expenditures while balance levels reached 

11.5 percent of expenditures in fiscal 2006. 
However, by 2003 balance levels had fallen to 
3.2 percent of expenditures. Similarly the reduction 
in state balance levels began in fiscal 2008, when 
balance levels fell to 9.1 percent of expenditures, 
while fiscal 2009 balance levels are estimated to 


have declined further to 5.5 percent of expenditures. 
(See Table 12 and Tables A-1, A-2, A-3, and A-10.) 

While total state balance levels are declining, they 
remain nearly equivalent to the historical average of 
5.8 percent of expenditures. States are often hesitant 
to make substantial draw downs from their rainy 
day funds early in the downturn. Even though the 
national recession is currently forecast to end during 
the second half of 2009, state fiscal conditions often 
do not recover until well after the national economy 
has begun expanding. 

Although total balance levels representing 

5.5 percent of general fund expenditures may seem 
like a significant cushion, when examining balance 
levels for fiscal 2009 a bit further, a starker picture 
emerges. For fiscal 2009, total balance levels were 
$36.7 billion. However, balance levels for Texas and 
Alaska, at $8.7 billion and $5.4 billion respectively 
combine to represent 38 percent of total funds. If 
you remove these two states from total balance 
levels, then fiscal 2009 balance levels represent only 

3.6 percent of expenditures, nearly equal to the low 
seen in the previous downturn, which occurred two 
years following the end of the previous recession. 

Additionally, the view of falling balance levels is 
reinforced by Table 13 which shows that in fiscal 
2008, 20 states had balance levels above 10 percent, 
16 states had balance levels above five percent but 
below 10 percent, 12 states had balance levels below 
five percent but above one percent, while two states 
had balance levels below one percent. Tn fiscal 2009, 
these totals are estimated to have declined to 11 
states having balance levels above 10 percent, 15 
states having balance levels above five percent but 
below 10 percent, 16 states having balance levels 
above on percent, but below five percent, and eight 
states with balance levels below one percent. 
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According to governor’s recommended budgets for 
fiscal 2010, these totals will decline further with 11 
states recommending balance levels above 10 
percent, 12 slates recommending balance levels 
above five percent but below 10 percent, 19 states 
recommending balance levels above one percent but 
below five percent, and eight states recommending 
balance levels below one percent. 


TABLE 12 


Total Year-End Balances, Fiscal 

1979 to 

Fiscal 2010 




Total Balance Total Balance 

Fiscal Year 

(Billions) 

(Percentage of 
Expenditures) 

2010* 

S 34.7 

5.3% 

2009* 

36.7 

5,5 

2008 

62,3 

9.1 

2007 

65.9 

10.1 

2006 

69.0 

11.5 

2005 

48,0 

8.7 

2004 

26.7 

5.1 

2003 

16.4 

3.2 

2002 

18.3 

3.7 

2001 

44,1 

9.1 

2000 

48.8 

10.4 

1999 

39.3 

8,4 

1998 

35.4 

9.2 

1997 

30.7 

7.9 

1996 

25.1 

6.8 

1995 

20.6 

5.8 

1994 

16.9 

5.1 

1993 

13.0 

4.2 

1992 

5.3 

1,8 

1991 

3.1 

1.1 

1990 

9.4 

3.4 

1989 

12,5 

4,8 

1988 

9.8 

4.2 

1987 

6,7 

3-1 

1986 

7.2 

3.5 

1985 

9.7 

S.2 

1984 

6.4 

3.8 

1983 

2.3 

1.5 

1982 

4.5 

2.9 

1981 

6-5 

4,4 

1980 

11.8 

9.0 

1979 

11.2 

8.7 

Average 

_ 

5.8% 


Forty-eight states have budget stabilization funds, 
which may be budget reserve funds, revenue- 
shortfall accounts, or cash-flow accounts. About 
three-fifths of the states have limits on the size of 
their budget reserve funds, ranging from 3 percent 
to 10 percent of appropriations. Ordinarily, funds 
above those limits remain in a state’s ending 
balances. 

TABLE 13 

Total Year-End Balances as a Percentage of 

Expenditures, Fiscal 2008 to Fiscal 2010 

Number of States 


Percentage 

Fiscal 2008 
(Actual) 

Fiscal 2009 
(Estimated) 

Fiscal 2010 
(Recommended) 

Less than 1.0% 

2 

8 

8 

1.0% to 4.9% 

12 

16 

19 

5-0% to 9.9% 

16 

15 

12 

10% or more 

20 

11 

11 


NOTE: The average for fiscal 2008 (actual) was 9.1 percent; the 
average for fiscal 2009 (estimated) is 5.5 percent: and the average 
for fiscal 2010 (recommended) is 5.3 percent, 

SOURCE: National Association of State Budget Officers. 
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Appendix 
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TABLE A-1 


Fiscal 2008 State General Fund, Actual (Millions} 

Beginning 

Region/State Balance Revenues A<^usbrtents 

Total 

Rasojnxs 

Expenditures 

Adjustments 

Ending 

Balance 

Budget 

Stabilization 

Fund 

NEW ENGLAND 









Connecticut 

SO 

$16,419 

$0 

$16,419 

$16,319 

$0 

$99 

S1.382 

Maine* 

36 

3.041 

54 

3.131 

3.129 

0 

1 

116 

Massadiusetts* *’ 

2,901 

26.732 

0 

29.633 

27.227 

0 

2,406 

2.119 

New Hamoshire 

62 

1,484 

0 

1.546 

1.528 

0 

17 

89 

Rhode Island* 

4 

3,429 

-26 

3.^7 

3.405 

0 

2 

59 

Vemiont* 

0 

1,200 

31 

1.230 

1.200 

30 

0 

58 

MID-ATLANTIC 









Delaware** 

591 

3,357 

0 

3.948 

3.422 

0 

526 

183 

Maryland* 

285 

13,546 

1.096 

14.^6 

14.439 

0 

487 

685 

New Jersey* ** 

2,586 

32,738 

0 

35.324 

33,112 

908 

1.304 

735 

New York* ** 

3.045 

53.096 

0 

56.141 

53.387 

0 

2,754 

1,206 

Pennsylvania* 

531 

26.878 

142 

27.551 

26.968 

0 

583 

742 

GREAT LAKES 









Illinois* 

642 

27.759 

1.900 

30.301 

27.153 

3.007 

141 

276 

Indiana* 

941 

13.051 

152 

14,144 

12.730 

364 

1,050 

363 

Midiiaan* 

259 

8,168 

1.916 

10.343 

9.885 

0 

458 

2 

Ohio 

1,433 

26.659 

0 

28.092 

26.410 

0 

1.682 

1.012 

Wisconsin* 

66 

13,043 

568 

13.678 

13.526 

21 

131 

0 

PLAINS 









Iowa* 

0 

6.084 

0 

6.084 

5.888 

148 

48 

592 

Kansas’ 

935 

5.693 

0 

6.628 

6.102 

0 

527 

0 

Minnesota* ** 

2,245 

16.680 

0 

18,925 

17.005 

0 

1.920 

1,222 

Missouri’ 

753 

8,004 

153 

8.910 

8.074 

0 

836 

279 

Nebraska* 

591 

3,501 

-260 

3,832 

3,248 

0 

584 

546 

North Dakota 

296 

1,361 

0 

1.657 

1.204 

0 

453 

200 

South Dakota* 

0 

1,144 

32 

1,177 

1.176 

0 

0 

107 

SOUTHEAST 









Alabama* 

515 

7.758 

476 

8.748 

8.812 

-83 

219 

248 

Arkansas 

0 

4,353 

0 

4.353 

4.353 

0 

0 

0 

Florida 

3,434 

24.595 

0 

28.028 

27.708 

0 

321 

1.345 

Georaia’ *' 

2,786 

18,728 

141 

21,655 

19.438 

0 

2.217 

1.025 

Kentucky’ 

579 

8.779 

457 

9.815 

9.450 

280 

85 

215 

Louisiana* 

1.015 

10.181 

130 

11.327 

9.633 

626 

866 

776 

MississioDi’ 

226 

4.933 

0 

5.159 

5.083 

0 

76 

364 

North Carolina’ 

1,221 

19,824 

145 

21,190 

20.521 

70 

599 

787 

Soutfi Carolina* ** 

1,081 

6.392 

0 

7.473 

7.149 

0 

324 

95 

Tennessee’ 

1.006 

10,756 

210 

11.972 

10.973 

652 

348 

750 

Virainia 

326 

17,250 

0 

17,576 

17,263 

0 

313 

1,015 

West Virainia* 

432 

3,928 

0 

4,361 

3.757 

53 

550 

581 

SOUTHWEST 









Arizona 

390 

8.740 

859 

10,038 

10.037 


1 

150 

New Mexico’ ** 

651 

6,114 

93 

6.858 

6.008 

115 

735 

735 

Oklahoma 

196 

6.575 

-35 

6.737 

6.447 

0 

290 

597 

Texas* 

8,791 

39,079 

2.591 

50.460 

42.585 

1,060 

6.815 

4,355 

ROCKY MOUNTAIN 









Colorado* ** 

267 

7.743 

-243 

7.767 

7.440 

0 

327 

284 

Idaho* 

255 

2.910 

-131 

3.033 

2.794 

0 

240 

141 

Montana 

549 

1.954 

0 

2.503 

2.069 

-2 

436 

0 

Utah* 

242 

5,213 

489 

5.943 

5.943 

0 

0 

414 

WyominQ 

6 

1.818 

0 

1,823 

1.813 

0 

10 

296 

FAR WEST 









Alaska* 

0 

6.605 

3.119 

9.723 

5,463 

3.578 

683 

8.063 

California** 

2.787 

102.574 

0 

105.361 

102,986 

0 

2.376 

0 

Hawaii 

493 

5,245 

0 

5,738 

5,407 

0 

331 

74 

Nevada 

138 

3,614 

0 

3,752 

3.436 

0 

316 

73 

Oregon* 

1.437 

5,866 

-319 

6.984 

7.223 

0 

-239 

330 

Washington* 

781 

14.614 

11 

15.405 

14.616 

0 

789 

303 

Total 

$47,803 

$669,255 

- 

$730,808 

$684,742 

- 

$35,036 

$34,985 


NOTES: NA indicates data are not available. 'See Notes to Table A-1. ”ln these states, the ending balance includes the balance in the budget 
stabifeation ftjnd. 


SOURCE: National Association of State Budget Officers. 
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NOTES TO TABLE A-1 

For all states, unless otherwise noted, transfers Into budget stabilization funds are counted as expenditures, and 
transfers from budget stabilization funds are counted as revenues. 


Alabama 

Alaska 

Colorado 

Georgia 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 


Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Nebraska 


Revenue adjustments include release of prior ^ar Defat Service Reserve, Public School and College Authority 
repayment for Enterprise School, and ETF Fund Receipts. Expenditure adjustments are reversions. 

Revenue Adjustments lndi»3e: $2,849.0 frtIRon in forecast adjustments. $250.0 million in Oil and Gas Tax 
Credits and $19.9 million In re-apixrxxiaricms and carry forward. Expenditure adjustments include fund 
increases/decreases and adtffiion^ savBigs/investm®its: $4,000.0 million in additional Budget Reserve 
Savings Deposit, 4611.8 rrallion in Public Education Fund, $10.0 million in the Alaska Marine Highway 
Stabilization Fund and $180.0 frallicxi in flie Community Revenue Sharing Fund. 

Revenue adjustments inciude fixid (GF) diversion {which are not counted as expenditures) to fund the 

State’s transportation needs, as vreW as bansfers to the State Veterans Trust Fund and the Older Coloradans 
Cash Fund. The differenr* between the rainy day fond balance and the ending GF balance is allocated to 
capital constaiction and transportation purposes fo the following fiscal year. 

Adjustment for FY 2007 is agency surplus returned to Treasury as reported by State AccounUng Office. 

Revenue adjustments include the foliowng transfers; $21.8 million for deficiency warrants; $5.3 million to the 
Disaster Emergency Fund; $19 million to the Budget Stabilization Fund; $351,500 to the Public School 
Permanent Endowment Fund; $1.5 million to the DepL of Environmental Quality; $1.3 million to Dept, of Water 
Resources; $60 million to toe Econorrtc Recovery Reserve Fund; $10 million to the Opportunity Scholarship 
Fund; and $34,500 in mtsc»llaneous adjustm«its. 

Revenue adjustments indude $1,900 million in transfers to General Funds. Expenditure adjustments inciude 
$2,735.0 million in transfers out, $467.0 milfion for Pension Obligation Bond Debt Service, $3 million in interest 
payments on general odigation bond short-term borrowing and a $198 million increase in toe end of year 
accounts payable. 

Revenue Adjustments; Property Tax Reform (HEA 1001-2008) Revenues Expenditure Adjustments: Local 
Option Income Tax Distributions, Reversal of Payment Delays, PTRF Adjust for Abstracts. Property Tax 
Reform (HEA 1001-2008) Appropriations 

Expenditure Adjustments indude $99.8 million appropriated from the ending balance of the general fund to the 
Property Tax Credit fond to pay for property tax credits in FY08. $48.3 million of the ending balance was 
credited to toe Senior Living Trust Fund. 

Kansas does not have a "Rainy Day" fond. However, too balanced budget provision of toe constitution 
requires revenues to finance the approved budget. 

Revenue; indudes $1 15 million in Tobacco Settlement funds. Adjustments (Revenue); includes fund transfers 
(S168 million), and Reserve for Conttnuing Appropriations ($289 million). Adjustments (Expenditures); includes 
funds reserved for Continued Appropriations. 

Revenues-Act 208 of 2007 transfers $3 million from Incentive Fund and $9.9 million frcwn Higher Education 
Initiatives Fund: FY 2006-2007 carry-forward of mid-year budget adjustments into FY 2007-2008 of $114.7 
million; Carry-forward of Interim Emergency Board (IE8) prior years appropriations $1.5 million; "Re- 
Appropriation" of capital outlay per Ad 28 of 2007 from various prior years $1.2 million. Expenses-FY 2007- 
2008 lEB carry-forward balances $3.3 million; FY 2007-2008 carry-forward of mid-year budget adjustments 
$91 .2 million; Capita! Outlay carry-forward $733.7 million. 

Revenue & Expenditure adjustments reflect Legislatively authorized transfers. 

Revenue adjustments reflect a $14.0 million reimbursement from the reserve for Heritage Tax Credits, $6 
miilion reimbursement from toe reserve for Biotechnology Tax Credits, and transfers of $1,078 million from the 
State Reserve Fund. 

Includes balances in all budgeted funds included in the slate's definition of fiscal balance. 

FY 2008 revenue adjustments indude the impact of federal and state law changes ($1,192.1 million); revenue 
sharing law changes ($589.3 million); sale of properties ($23.0 million); and other revenue adjustments ($1 1 1 .6 
million) 

Ending balance includes budget reserve of $654.9 million, cash flow account of $350 million and appropriations 
earned fonivard of S217.2 million. 

$35.8 million of the Ending Balance is transferred to the Rainy Day Fund, $750,000 provides aid to 
municipalities, and the remainder becomes the FY 2009 Beginning Balance. 

Revenue adjustments induefe transfers frwn other fonds into the general revenue fund. 

Revenue adjustments are transfers betvi«en the General Fund and other fonds. Per Nebraska law, indudes a 
transfer of S191.4 million to toe Cash Reserve Fund (Rainy Day Fund) of the amount the prior year's net 
General Fund receipts exceeded the official forecast. The Revenue adjustment also includes a $105 million 
transfer from the General Fund to the Property Tax Credit Cash Fund. 
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NOTES TO TABLE A-1 (continued) 

New Jersey Expenditure adjustments consist of Budget v^. GAAP adpj^^nts and transfers to other funds. 

New Mexico All adjus^ents are transfers between reserve accoirrts, «<cept for $22.4 million transferred out from Tobacco Settlement 
Permanent Fund, a resen/e account to toe Tobaoxj Settl^wit Program Fund, a non-reserve account. 

New York The ending balance includes $1.2 Wllkm in rainy day re^rve funds, $1.1 billion reserved for tabor settlements and other 

risks, $340 miilion in a community projects fund, $122 ntilHtm reserved for debt reduction and $21 million in a resen/e for 
litigation risks. 


North Carolina Repair and Renovation accounts for both revalue and ej^enditure adjustments. 


Oregon Oregon budgets on a biennial basis. The coistitotton requires the state to be balanced at the end of each biennium. 

Revenues are after $1 .1 billion “kicker" refunds were to toxpayers. Revenue adjustment is the transfer of revenues 

to the new Rainy Day Fund, 

Pennsylvania Revenue adjustments include $142.1 miUion in prior ^ar lapses. 


Rhode Island Opening balance includes a ftee surplus of $0 and re-appropriations of $3.6 million from the prior year. Adjustments to 
revenues represent (net) transfers to the Budget Stabffization (Rainy Day) Fund, including a transfer-in of $68.6 million and 
a requested, but not yet approved, appropriation of $43.0 million out of the fund to accommodate the FY 2008 closing 
shortfall. 


South Carolina 
South Dakota 


Tennessee 


Texas 


Utah 


Vermont 


Washington 


West Virginia 


Wisconsin 


Spending data reflects figures from the Goverrxjr’s Recommended Budget. 

Adjustments in Revenues: $6.5 million is from one-time receipts, $25.7 million was transferred from the Property Tax 
Reduction fund to cover the budget shortfall and $0.2 nriliion is obligated cash carried forward from FY 2007. Adjustments 
in Expenditures: $0.2 million was fransfenred to toe Budget Reserve Fund from the prior year's obligated cash and $0.2 was 
obligated cash to the budget reserve frmd. 

$106.0 miilion transfer from debt service fond unexpended appropriations. $284.2 million transfer from statutory and other 
reserves. -3207,1 miilion transfer to Rainy Day Fund. 26.5 million transfer from other dedicated revenue reserves, $293.0 
million transfer to capital outlay projects fond, $15.1 million transfer to Highway Fund. $343.9 million transfer to reserves for 
dedicated revenue appropriations. 

The infonnation is from Comptroller's 2008-09 Certification Revenue Estimate, adjusted for calculations based on updated 
information from the 2010-1 1 Biennial Revenue Estimate. The revenue adjustment is a transfer to the Rainy Day Fund. 

-$4,400 transfer to Economic Incentive Fund. $1,727 in lapsing balances. -$332 other. $100,468 transfer to rainy day fond, 
$1,513 lAF Reserve from prior fiscal year. $787,257 reserve from prior fiscal year, -$196,815 reserve for following fiscal 
year. 

Revenue adjustments Include $16.6 million in direct applications and transfers, $3.2 miilion from an increase in property 
transfer tax revenue estimate, and $10.9 million from the General Fund Surplus Reserve. Expenditure Adjustments include - 
$4.7 million from the Education Fund, $3.5 million to the Catamount Fund. $8.0 to miscellaneous other funds, $2.6 miliion to 
the Budget Stabilization Reserve, and $19.9 million to toe General Fund Surplus Reserve. 

$11 million in adjustments is the net of fransfers into toe General Fund, transfers out to the Budget Stabilization Account, 
and other small adjustments. 

Fiscaf Year 2008 beginning balance includes $287.1 million in re-appropriations, un-appropriated surplus balance of $1 06.8 
miliion, and FY 2007 13th month expenditures of $38.2 million. Expenditures include regular, surplus and re-approprtated 
and $38.2 million of 31 day prior year expenditures. Revenue adjustment are from prior year redeposit. Expenditure 
adjustment represents toe amount transferred to toe Rainy Day Fund, 

Revenue adjustments include Transfers in General Fund. $242.9 million, Other Revenue, $307.6 million, Tribal Gaming, 
$18 miliion. Expenditure Adjustments Include Designation for Continuing Balances, $27.4 million and Unreserved 
Designated Balance, -$6.8 milibn. 
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TABLE A-2 


Fiscal 2009 State General Fund, Estimated (Millions) 

Beginning 

Region/State Balance Revenues Adjustments Resources 

Expenditures 

Adjustments 

Ending 

Balance 

Budget 

Stabilization 

Fund 

NEW ENGLAND 

ConnecUcut 

SO 

$15,833 

SO 

$16,230 

S16.889 

$0 

-$667 

$1,100 

Maine* 

1 

2,962 

127 

3.(^ 

3.062 

28 

0 

75 

Massadiusetts’ ** 

2.406 

26,823 

0 

29.229 

27.763 

0 

1.466 

1,341 

New Hameshire’ 

17 

1,497 

0 

1.514 

1.552 

-38 

0 

51 

Rhode Island* 

2 

3,141 

-69 

3.074 

3.(»4 

0 

10 

107 

Vermont* 

0 

1,104 

58 

1,162 

1,146 

16 

0 

60 

MID-ATLANTIC 

Delaware** 

526 

3,163 

0 

3.689 

3.310 

0 

378 

186 

Maryland* 

487 

13,248 

1,021 

14,756 

14.315 

0 

441 

692 

New Jersey* ** 

1.304 

29,538 

373 

31.215 

30.515 

0 

699 

0 

New York* ** 

2,754 

54,136 

0 

56.890 

55,376 

0 

1,514 

1,206 

Pennsvivania* 

583 

25.533 

519 

26,635 

26.627 

0 

8 

507 

GREAT LAKES 

Illinois* 

141 

27,654 

1,870 

29.665 

29,203 

321 

141 

276 

Indiana* 

1,050 

13,624 

0 

14,674 

13.769 

0 

905 

370 

Michioan* 

458 

7.224 

1.042 

8.724 

8,724 

0 

0 

2 

Ohio** 

1.682 

26,956 

0 

28,638 

28.251 

0 

387 

949 

Wisconsin* 

131 

12,526 

713 

13.370 

14.034 

-881 

216 

0 

PLAINS 

Iowa* 

0 

5,970 

18 

5.988 

6.037 

-79 

30 

564 

Kansas* 

527 

5,880 

0 

6.407 

6.349 

0 

58 

0 

Minnesota* ** 

1.920 

15,552 

0 

17,472 

16.904 

0 

569 

350 

Missouri* 

836 

7,687 

154 

8.877 

8.476 

0 

201 

281 

Nebraska’ 

584 

3.546 

-182 

3.948 

3.416 

243 

289 

564 

North Dakota* 

453 

1.321 

0 

1.774 

1.271 

111 

392 

311 

South Dakota* 

0 

1.141 

13 

1.154 

1.154 

0 

0 

107 

SOUTHEAST 

Alabama* 

219 

7.059 

557 

7.834 

7.887 

-101 

49 

188 


0 

4.411 

0 



0 

0 

0 

Florida* 

321 

24.198 

1.223 

25.742 

24.898 


844 

281 

Georaia* ” 

2.217 

17.455 

387 

20,059 

17.842 

0 

2.217 

825 

Kentucky* 

86 

8,600 

641 

9.327 

9,215 

72 

40 

7 


866 

9,362 

113 

10.341 

9.386 

69 

866 

778 

Misstssiooi* 

33 

4,809 

•96 

4.745 

5,150 

-404 

0 

375 

North Carolina* 

599 

18.628 

1.000 

20,227 

20,227 



537 

South Carolina** 

324 

5,783 

0 

6,107 

5.960 


■■■EEQIi 

108 

Tennessee’ 

348 

10,114 

526 

10.988 

10,897 

90 

0 

685 

Virainia 

313 

16,162 

0 

16,475 

16.292 

0 

183 

572 

■vrnr^fniiirTi 

550 

3.903 

0 

4,453 

4,414 

18 

22 

435 

SOUTHWEST 

Arizona 

1 

7.392 

1.273 

7.166 

9.606 

0 

-441 

2 

New Mexico’ ** 

735 

5.866 

108 

6,709 

5.988 

153 

568 

568 

Oklahoma* 

290 

6,563 

56 

6.909 

6.556 

0 

353 

597 

Texas* 

6,815 

38.817 

-28 


42,411 

1,235 

1,959 

6,739 

ROCKY MOUNTAIN 

Colorado* ’* 

284 

7.329 

19 

7.631 

7.339 

0 

148 

291 

Idaho* 

240 

2.560 

1 

2.801 

2.743 

0 

58 

141 

Montana* 

436 

1,840 

0 

2,276 

1,935 

hhhhdh 


0 

Utah* ** 


4.700 

514 

5,214 

5.214 


hhbeh 


■■SRSuSinHHHi 

10 


0 


HHHQQSSfl! 

0 

5 

279 

FAR WEST 

Alaska* 

0 

7.523 

-1,987 

5.536 

4.977 

1,922 

-1,363 

6,759 




0 

ElEBS 


0 

WKEmM 

0 

Hawaii 

331 

5.018 

0 

5.349 

5.218 

0 

131 

6 

Nevada 

316 

3.538 

0 

3,854 

3.667 

0 

187 

1 

Oreaon 

-239 

6.199 

0 

5,960 

5.959 

0 

1 

340 

Washinalon* 

789 

13,277 

96 

14,163 

14,642 

0 

-480 

431 

Total 

$34,120 

$638,364 

$683,438 

$669,960 

- 

$10,532 

$30,437 

NOTES; NA indicates data are not available. *See Notes to TaWe A-2 

**ln these states, the ending balance indudes the balance in the budget 


stabilization fund. 


SOURCE; National Association of State Budget Officers. 
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NOTES TO TABLE A-2 - 

For all states, unless otherwise noted, transfers into budget stabilization funds are counted as expenditures, and 
transfers from budget stabilization funds are counted as revenues. 


Alabama 

Alaska 


Colorado 

Florida 

Georgia 

Idaho 


Illinois 

Indiana 

Iowa 


Kansas 

Kentucky 

Louisiana 


Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 


Revenue adjustments include one-time revwHje, tc*acco funds transfer, transfer fram the ETF Prorafion Prevention 
Account and the ETF Rainy Day Account Adjusttnwrts of expenditure is anticipated reduction from proration. 

Revenue adjustments include; -$2001.1 miHion Forecast adjustments and $14.0 million re-appropriations and carry forward. 
Expenditures include: $200,0 million for ai and Gas Tax Oedits and -$18,6 million proposed supplementai reductions. 
Expenditure adjustments include; $746.4 tnBfcn Resource Rebate, $1,000.0 million additional Budget Reserve Savings 
Deposit and $1 75.3 million Public Education Fimd. 

Revenue adjustments include anticipated transfers into the GF (one time) from excess fund balance in the capital 
constoiction fund, based on recent de-appre^sraton of many capital construction projects. Existing GF transfers to the 
State Veterans Trust Fund and Older Coloradaris Cash Fund remain. 

Receipt of federal funds provided by American Recovwy arid Reinvestment Act of 2009. 

Appropriation from the Mid-Year Adjustment Reserve of $187.3 and $200 million from Revenue Shortfall Reserve, 

Revenue adjustments include the following transfers; $569,800 for deficiency warrants; $20 million to the Water Resources 
Aquifer Study; $1 million to the Health and Welfare Community Health Center Grant; $10 million to Opportunity Scholarship 
Fund; $1.8 million to the Dept, of Water Resources Board Revolving Development Fund; $12 million transfer in from the 
Water Resources Aquifer Study; and $5 miilion transfer in from Capitol Commission. 

Revenue adjustments indude $1,870 mi8icMi in tiansfers to General Funds. Expenditure adjustments include $2,744.0 
million in transfers out and $298.0 milliCMi for Pension Obligation Bond Debt Service; net "failure of revenue" borrowing 
proceeds of $2,223 and a $498 million inaaase in accounts payable. 

The full impact of Property Tax Reform (HEA 1001-2008) revenues and expenditures have been incorporated into the FY 
2009 and FY 2010 figures, as the Stale of Indiana recently assumed more than $1 billion of expenses from the local level. 

FY 2009 Estimate is based upon Governor Culver’s reused budget issued April 3, 2009. Revenues are based upon the 
Revenue Estimating Conference revised estimates as of March 20, 2009. Revenue Adjustments include transfers from 
other funds to the General Fund. Expenditure Adjustments include additional recommended de-appropriations in Education 
and Human Services areas that will be replaced with ARRA fending. $30.0 million of the ending balance is credited to the 
Senior Living Trust Fund. Governor Culver recommended and the Legislature passed $56 miilion from ttie Reserves be 
used for disaster recovery from the 2008 floods. 

Kansas does not have a "Rainy Day" fend. However, the balanced budget provision of the constitution requires revenues to 
finance the approved budget. 

Revenue: includes $118 million in Tobacco Settlement funds. Adjustments (Revenue): indudes Fund transfers ($361 
million), and Reserve for Continuing Appropriations ($280 million). Adjustments (Expenditures): includes fends reserved for 
Continued Appropriations. 

Revenues; FY 2007-2008 carry-forward of mid-year budget adjustments into FY 2008-2009 of $88.9 million; Fiscal Year 
2008-2009 Transfers Statutory Dedications to the Stale General Fund as part of the Deficit Reduction Plan approved by the 
Joint Legislative Committee on the Budget on January 9. 2009 for $24.4 million. Expenses: FY 2007-2008 carry-forward of 
mid-year budget adjustments into FY 2008-2009 of $88.9 million. 

Revenue and expenditure adjustments reflect legidalively authorized transfers. 

Revenue adjustment reflect a $21.2 million reimbursement from the reserve for Heritage Tax Credits, S6 million 
reimbursement from the reserve for Biotechnology Tax Credits, transfer of $170 million from the State Reserve Fund, 
transfer of $380.2 million from Accounting Reserves, and transfers of $264.4 million from other special funds. 

Includes balances in alt budgeted fends included ir» the slate's definition of fiscal balance. 

FY 2009 revenue adjustments irndude the impact of federal and state law changes ($210.9 million): revenue sharing law 
changes ($538.3 million); deposits from stale restricted revenues ($51.3 million); and pending revenue options ($241.1 
million). 

Ending balance includes cash flow account of $350 million. 

Adjustments columns represent budget cuts and adjustments to appropriations. 

Revenue adjustments include transfers from other fends into Bie general revenue fund. 

Estimate status of spending as of 3/26/2(W9 - not final expenditure estimate. 

Revenue adjustments are transfers between the General Fund and otiier funds. Per Nebraska law, includes a transfer of 
$117 million to the Cash Reserve Fund (Rainy Day Fund) of the amount the prior year’s net Genera! Fund receipts 
exceeded the official forecast. Tte Revenue adjustment also indudes a $1 15 million transfer from the General Fund to the 
Property Tax Credit Cash Fund. Expenditure adjustments are re-appropriations {$243,2 million) of the unexpended balance 
of appropriations from the first fiscal year of the biennium. The revenue forecasts for FY 2009 and FY 2010 have been 
revised sinc» the amounts shown were indud^ in ttie Governor's budget recommendations. Official revenue estimates 
have decreased by $152 miliion for FY 2(X)9 and by $220 million for FY 2010. Included in these estimates are projections 
that the federal American Recovery and Reirwe^ment Ad of 2009 will reduce state Genera! Fund tax receipts by $3.3 
million for FY 2009 and by $44.1 million for FY 2010. 
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New Hampshire 
New Jersey 
New Mexico 

New York 

North Carolina 

North Dakota 
Oklahoma 

Pennsylvania 

Rhode island 

South Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Washington 
West Virginia 

Wisconsin 
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LE A-2 (continued) 

$37-8 million transfer from the rainy day HiixJ 

Revenue adjustments consist of transfers frwti oHier funds. 

All adjustments are transfers between reswve accoiaits, except for $44.9 million ^ansferred out from Tobacco Settlement 
Permanent Fund, a resen/e account to the T<foax» SeW^nent Program Fund, a non-reserve account. 

The ending baiancs includes $1.2 btition fo rainy day reserve forfos, $145 million reserved for labor settlements and other 
risks, $142 million in a community fx-ojects frmd, and $21 rNllfon in a reserve for litigation risks. 

Revenue adjustment includes $751.1 million of Fecial Recovery Funds and $249,1 million of transfers of cash balances of 
Spedal Revenue, Trust, Internal Service, and Enterprise Furrds. 

Adjustments to expenditures include a $111 rralHon transfer from the general fund to the budget stabilization fund. 

Only includes money that was appropriated in FY 2009. Snce cash appropriations and supplementais have not been made 
as of 4/1 7/09 they are not included. No Rainy Day Fund deposit is expected; the balance remains the same from FY-2008. 

Revenue adjustments include a $2.5 million adjus&nent to beginning balance. $266.0 million in estimated prior year lapses 
and a proposed transfer of $250.0 million from foe Rainy Day Furfo. 

Opening balance includes a free surplus of $0 and re-appropriations of $1.7 million from the prior year. Adjustments to 
revenues reflect transfers to the Budget Stebilizalion Fund. 

Adjustments in revenues: $12.8 million is from one-time rereipts and $0.2 million is obligated cash carried fonAfard from FY 
2008. Adjustments in expenditures: $0.2 million was transferred to the budget reserve fund from foe prior year's 
unobligated cash, 

$97.0 million transfer from debt service fond unexpended appropriations, $126.5 million transfer from TennCare reserve, 
$196-2 million transfer from capital oufray projects fond. $41.2 miiUon transfer from other agency reserves. $64.6 million 
transfer from Rainy Day Fur«i. $70.4 millirw transfer to capital outlay projects fond. $19.8 million for dedicated reveniie 
appropriations. 

The information is from the FY 2010-2011 Biennial Revenue Estimate. Tables A-1, A-3. and A-8. The expenditure 
adjustment is the net amount from a transfer to the Rainy Day Fund and the proposed FY 2009 supplemental appropriations 
bill. 

$38,000 transfer for mineral leases. $9,000 tourism marketing performance. $15,480 transfer to Economic incentive Fund, 
$15,041 transfer of interest from rainy day fund. $82,822 transfer ncm-iapsing balances. $6,359 other, -$5,000 Housing Tax 
Credit. $95,753 reduced earmark for critical highway needs. $41,947 reduced earmark for Centennial Highway. $17,478 
transfer from rainy day fond. $196,815 resenre from prior fiscal year. 

Revenue Adjustment includes $35.3 million in direct applications and transfers, $1,6 million in other bills revenue, $2.1 
million from an increase in property transfer tax estimate, and $19.1 million from the Genera! Fund Surplus Reserve. 
Expenditure adjustments include -$3.6 million from Tobacco Settlement Fund, $7,3 million to the Next Generation Fund, - 
$1,0 million from the Human Services Caseload Reserve, $2.7 million to Internal Service Funds, -$3,9 million from 
miscellaneous ofoer fonds, $2.2 million to the Budget Stabilization Reserve, and $11.7 to foe General Fund Surplus 
Reserve. 

$96 n^llion in adjustments is the net of transfers into the General Fund, transfers out to the Budget Stabilization Account, 
and other small adjustments. 

Fiscal Year 2009 beginning balance indudes $409.6 million in re-appropriations, un-appropriated surplus balance of $35.3 
million, and FY 2008 1 3th month expenditures of $105.5 million. Expenditures ir^dude regular, surplus and re-appropriated 
and $105.5 million of 31 day pxior year expenditures. Total expenditures for fiscal year 2009 assume all appropriations will 
be expended (no re-appropriations to carry forward). However, historically amounts will remain and be re-appropriated to 
the next fiscal year. Ending Balance is the amount that is available for appropriation (From FY 2009 revenue estimate and 
from surplus (previous year} general revenue). 

Revenue adjusfrnents indude Tribal Gaming. $93.9 million, and Other Revenue, $570.4 million, as weli as $49 million in 
other revenue included in AB 75. the Executive Budget Bill currently in session. Expenditure adjustments include 
CompensaUon Reserves. $132,6 million. Biennial Appropriation Adjustments, -$34,6 million, Estimated Lapses, -$418.3 
miilion, Sum Suffident Re-estimates, -$18.4 million, as wei! as -$543.9 million in additional lapses included in AB 75. 
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Fiscal 2010 State General Fund, Recommended (Millions) 

Beginning 

Region/State Balance Revenues Ac^ustmenfs Resources 

Expenditures 

Adjustments 

Ending 

Balance 

Budget 

Stabilization 

Fund 

NEW ENGLAND 

Connecticut 

$0 

$17,509 

SO 

S17.509 

$17,509 

$0 

$0 

$586 

Maine* 

0 

3,009 

3 

3,011 

2,996 

1 

15 

75 

Massachusetts* ** 

1,466 

27,521 

0 

28.987 

27,973 

0 

1,014 

888 

New Hampshire 

0 

1,541 

0 

1.541 

1,541 

0 

0 

51 

Rhode Isiand* 

10 

3,147 

-76 

3.081 

3.079 

0 

1 

120 

Vermont* 

0 

1,072 

33 

1,105 

1,120 

-14 

0 

57 

MID-ATLANTIC 

Delaware*’ 

378 

3.176 

0 

3,554 

3.161 

0 

393 

186 

Maryland* 

441 

13,001 

451 

13.894 

13,797 

0 

96 

647 

New Jersey’ '* 

699 

29,219 

0 

29,918 

29.411 

7 

500 

0 

New York* ** 

1.514 

55,083 

0 

56,597 

55.355 

0 

1,242 

1,206 

Pennsylvania* 

8 

26.184 

376 

26.567 

26.563 

0 

4 

137 

GREAT LAKES 

Illinois* 

141 

31,099 

1,977 

33,217 

27,891 

5.185 

141 

276 

Indiana* 

905 

13,913 

0 

14.818 

14.155 

0 

664 

377 

Midnigan* 

0 

6,895 

1.670 

7,965 

8.097 

0 

-132 

2 

Ohio** 

387 

26,828 

0 

27.215 

26,922 

0 

293 

949 

Wisconsin* 

216 

12,845 

588 

13.650 

13,702 

-289 

237 

0 

PLAINS 

Iowa* 

0 

5,756 

230 

5.986 

5.914 

36 

36 

412 

Kansas* 

58 

6,096 

0 

6,154 

6,154 

0 

1 

0 

Minnesota* ** 

569 

15.380 

0 

15.949 

15.045 

0 

903 

600 

Missouri* 

201 

7,764 

985 

8,950 

8.950 

0 

0 

271 

Nebraska* 

289 

3.546 

-73 

3.762 

3.529 

5 

228 

332 

North Dakota 

392 

1,364 

0 

1.756 

1,524 

0 

232 

311 

South Dakota* 

0 

1,130 

4 

1.134 

1.134 

0 

0 

107 

SOUTHEAST 

Alabama’ 

49 

7.198 

2 

7,249 

7.249 

0 

0 

216 


0 

4.500 

0 

4,500 

4,500 



0 

Florida* 

844 

21,840 

2,239 

24.922 

24,815 

0 

108 

281 

Georgia* *' 

2,217 

16,994 

259 

19,470 

17,253 

0 

2,217 

566 

Kentucky' 

40 

9,259 

354 

9,653 

9,619 

34 

HHIKH 


Louisiana' 

0 

8,090 

-5 

8,085 

8,085 

0 

0 

854 

Mississippi* 

0 

5,149 

•155 

4.994 

4.980 

0 

15 

285 


0 

19,442 

1.714 

21.156 

20.981 

175 

0 

537 

South Cardina” 

147 

5,856 


6,003 

5.792 

0 

211 

172 

Tennessee* 

0 

10,556 

-65 

10.492 

10,447 

45 

0 

750 


183 


0 



0 




22 


0 

3,810 


0 



SOUTHWEST 

Arizona 

1 

7,375 

2.370 

9.745 

9,733 

0 

13 

2 


588 

5.534 

166 

6,268 

5.507 

246 

615 

515 

Oklahoma* 

354 

5.719 

0 

6.072 

5,719 

0 

354 

N/A 

Texas* 

1,959 

37.532 

0 

39,490 

36.836 

1.060 

1,595 

8.539 

ROCKY MCKJNTAIN 

Colorado' ** 

291 

7.520 

-8 

7,803 

7,501 

0 

161 

302 

Idaho* 

58 

2,550 

-52 



0 

49 


Montana’ 

341 


0 

2,095 

1.821 

0 

274 

0 

Utah* ** 

0 


451 

5,050 

5.050 

0 

0 

270 

Wyomino 

5 


0 

1.830 

1,830 

0 

0 

279 

FAR WEST 

Alaska’ 

0 

5,275 

-2.090 

3,186 

4,432 

10 

-1,255 

5,898 

California” 

-2,341 

97,729 

0 

95.388 

92,206 

0 

3,182 

0 

Hawaii 

131 

5,101 

0 

5,232 

5.122 

0 

110 

4 

Nevada 

187 

3,193 

0 

3,379 

3,073 

0 

306 

1 

Oregon* 

0 

6.200 

0 

6.200 

6,790 

0 

-590 

353 

Washington* 

-480 

13,524 

1.229 

14.273 

15.557 

0 

-1,284 

145 

Total 

$12,251 

$647,231 

- 

$671,407 

$652,934 

- 

$11,882 

$28,819 


NOTES: NA indicates data are not available. *See Notes to Table A-3. **ln these states, the ending balance includes the balance in the budget 
stabilization fund. 


SOURCE: National Association of State Budget Officers. 
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NOTES TO TABLE A-3 

For afl states, unless otherwise noted, transfers into budget stabilization funds are counted as expenditures, and 

transfers from budget stabilization funds are counted as rewnues. 

Alabama Revenue adjustments include one-time revenue and a bartsfer of Tobacco funds. 

Alaska Revenue adjustments include; -$2,089.5 rnlHcm in forecast adjustments. Expenditures include: $200.0 million for Oil and 

Gas Tax Credits. Expenditure adjustments indude: $9.6 rrtllion additional savings to the Public Education Fund. 

Colorado Revenue adjustments irwlude transfers from the GF to Stete Veterans T rust Fund and Older Coloradans Cash Fund. 

Florida Receipt of Federal Funds provided by American Reco>rery and Ranvestment Act of 2009 

Georgia Appropriation from Revenue Shortfall Resa^/e $258.6 million. 

Idaho Revenue adjustments include the fotlowir^ transfers: $25.3 transfer in from the Budget Stabilization Fund; $25.3 transfer in 

from the Economic Recovery Reserve Fund; $25.1 nxllion transfer in from the Millennium Fund; $1,680,000 transfer in from 
Div. of Human Resources cash on hand; $1 m^on from the Department of Agriculture; $446,900 from Dept, of Labor; and 
$429,200 from dedicated agencies for Attorney General. 

liiirrois Revenue adjustments include $1 ,977 milikm in fransfers to General Funds. Expenditure adjustments include $2,306 million 

in transfers out and $465 million for Pension Obligation Bond D^t Service; the "failure of revenue" borrowing repayment of 
$2,318 and a $96 million decrease in accounte payable. 

Indiana The full impact of Property Tax Reform (HEA 1(^1-2008) revenues and expenditures have been incorporated into the FY 

2009 and FY 2010 figures, as the State of Indiana recently assumed more than $1 billion of expenses from the local level 

Iowa FY 2010 Recommendations are based on Governor Culver's revised budget recommendations issued April 3. 2009, 

Revenue Adjustments include transfers from ofoer funds along wifri capping selected tax credits at $200 million and an 
elimination of doubling of research and activities tax credit. Also included is a recommended $182.2 million transfer from the 
Reserve Funds to the General Fund. Expenditure Adjustments include $36.2 million of the ending balance is credited to the 
Senior Living Trust Fund. 

Kansas Kansas does not have a "Rainy Day" fund. However, the balanced budget provision of toe constitution requires revenues to 

finance the approved budget. 

Kentucky The FY 2010 figures represent the budget enacted by the 2008 Kentucky General Assembly. These figures have not yet 

been officially revised. The revenue estimates will be significantly decreased at the end of May and subsequently otoer 
actions will take place that are necessary to balance the budget. Revenue: includes $122 million in Tobacco Settlement 
funds. Adjustments (Revenue): includes Fund transfers ($129 million), and Reserve for Continuing Appropriations ($225 
million). Adjustments (Expenditures); includes fends reserved for Continued /^propriations. 

Louisiana Revenues-Act 208 of 2007 Transfers $3 million from Incentive Fund: Reserved $8.0 million for proposed tax credits. 

Maine Revenue & Expenditure adjustments reflect legislatively authorized transfers. 

Massachusetts Includes balances in ail budgeted fends included in the state's definition of fiscal balance. 

Maryland Revenue adjustments reflect a $18.5 million reimbursement from toe reserve for Heritage Tax Credits, $6 million 

reimbursement from toe reserve for Biotechnology Tax Credits, transfer of $210 million from the State Reserve Fund, and 
transfers of $15.6 million from other special fends. 

Michigan FY 2010 revenue adjustments include the impact of federal and state law changes ($55,1 million); revenue sharing law 

changes ($429.9 million); deposits from state restricted revenues ($45.5 million); and pending revenue options ($539.8 
million). An esUmated budget gap of $132 million for fiscal 2010 is due to declining consensus revenue estimate released in 
May 2009. Annualized savings from two executive orders implemented in fiscal 2009, additional revenue enhancements 
and reductions Included in the governor’s budget recommendation, and use of available federal ARRA FMAP increases do 
not sufficiently offset toe revenue decline. The governor vHII work with the legislature to devise strategies to address the 
budget gap and enact a balanced budget for toe fiscal year beginning on October 1 , 2009. 

Minnesota Ending balance includes budget reserve of $250 million and cash flow account of $350 million. 

Mississippi Adjustments (Revenues) is comprised of dela^ng a $38 million repa^ent to the Health Care Trust Fund, $14.8 million 

delay of accelerated tax change, and $96.2 million statutory 2-percenl holdback of revenues. 

Missouri Revenue adjustments include fransfers from other fends into the general revenue fend and $809.2 million from the federal 

American Recovery and Reinvestment Act of 2009 

Montana Estimate status of spending as of 3/26/2009 - not final expenditure estimate 

Nebraska Revenue adjustments are transfers between the General Fund and otoer fends. Per Nebraska law, includes a transfer of 

$14-3 million to the Cash Reserve Fund (Rainy Day Fund) of toe amount the prior year's net General Fund receipts were 
estimated to exceed the official forecast Expenditure adjustments include a small amount ($5 million) reserved for 
supplemental/deficit appropriations. Due to a declining economic environment, the Governor’s recommendations included a 
lower General Fund revenue estimate than the offidsri Nebraska Economic Forecasting Advisory Board forecast that was 
available at the time the recommendations were presented to the Legislature in January. For FY 2010, the revenue 
estimate used in the Governor's reaxTimendations is $49 million less toan toe official forecast of $3,595 billion. The Rainy 
Day Fund Balance shovwi includes an assurr^ticm that $200 million in contingent budget liabilities would be committed 
during the 2009-201 1 biennium, including (toiig^ons for teacher, law enforcement, and judges defined benefit retirement 
plans. 
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NOTES TO TABLE A-3 (continued) 

New Jersey Expenditure adjustments consist of transfers to other furKjs. 

New Mexico All adjustments are transfers between re^rve accounts, except for (1) $44.9 million transfeired out from Tobacco 
Settlement Permanent Fund, a reserve account to ttte T<Aacco Settlement Program Fund, a non-reserve account: (2) $15 
million transfemed from the ap^xropriatton account to tte Cc^lege Affordability Fund; and (3) $20 million transferred from the 
appropriation account to the public schorl cs^ital outlay fijrsJ. 

New York The ending balance includes $1.2 billion In rany day reserve funds, $15 million in a community projects fund, and $21 

million in a reserve for litigation risks. 


North Carolina Revenue adjustment includes $1,713.9 for Fedwal Recovery Fmds. Expendifere adjustment of $174.7 includes a transfer 
to the newly created "Fiscal Responsibility Reservre. 

Oklahoma The legislature has not appropriated General Revwwe Fund money as of 4/17/09. This report assumes friat they will spend 

everything available. 


Oregon Oregon budgets on a biennia! basis. The ajnstttt^cjn requires the state to be balanced at the end of eadi biennium. 

Because revenue has fallen so much since tf»e Governor's Recommended Budget was released, that budget is no longer 
feasible and so is not reported here. Instead a budget level that can be supported under the current revenue picture is 
es5mated- 


Pennsyivania 
Rhode Island 

South Dakota 
Tennessee 

Texas 


Utah 

Vermont 

Washington 
West Virginia 
Wisconsin 


Revenue adjustments reflect a proposed transfer of $375.0 million from the Rainy Day Fund. 

Opening balance includes a free surplus of $9.7 million. Adjustments to revenues reflect transfers to the Budget 
Stabilization Fund. 

Adjusfrnents in revenues: $3.9 million is from one-time receipts. 

'$64.6 million transfer to Rainy Day Fimd. $26.3 rraliion transfer to capital outlay projects fund. $18.3 million transfer to 
dedicated revenue appropriations. 

The information is from the 2010-11 Biennial Revenue Estimate, Tables A-1, A-3, and A-8. The beginning balance is the 
estimate from the FY 2010-2011 Bienr>ial Revenue Estimate, so does not match the calculated ending balance of FY 2009 
because of pending budget adjustments. The Texas Legislature is currently considering the FY 2010-2011 biennial budget 
so no final expenditures (appropriations) are available and the Rainy Day Fund balance is tentative pending final legislative 
fending decisions. 

$12,000 tourism marketing performance. $14,400 transfer to Economic Incentive Fund. $100,000 transfer from Enrollment 
Growth Fund. $101,137 reduced earmark for critical highway needs. $96,563 reduced earmark for Centennial Highway. 
$126,545 transfer from rainy day fund. 

Revenue adjustments include $11.5 million for direct applications and transfers in, S 1 0 million due to an increase in property 
transfer tax revenue estimate, and $11.7 million from the General Fund Surf^us Reserve. Expenditure adjustments include 
$7.3 million to the Next Generation Fund, -$16.3 from the Human Services Caseload Reserve, -$3.3 from miscellaneous 
other fends, and -S2.7 from the Budget Stabilization Reserve. 

$1,229 billion in adjustments Is the net of transfers into the General Fund, transfers out to the Budget Stabilization Account, 
and other small adjustments. 

Fiscal Year 2010 Beginning balance assumes that all fends appropriated in FY 2009 are expended in that fiscal year, 
however, historically amounts wll remain and be re-approfxiated to the next fiscal year. 

The recommended revenue and appropriation figures are presented as part of AB 75, the Executive Budget Bill currently in 
session. Revenue adjustments include Tribal Gaming. $26.6 million and other revenues, $561.6 million. Expenditure 
adjustments indude estimated lapses, -$366 million, and compensation reserve, $47.3 million. 
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TABLE A-4 


General Fund Nominal Percentage Expenditure 
Change, Fiscal 2009 and Fiscal 2010** 


Fiscal 

Fiscal 

Region/State 

2009 

2010 

NEW ENGLAND 

Connecticut 

3.5% 

3.7% 

Maine 

-2.2 

-2.2 

Massachusetts 

2.0 

0.8 

New Hamnshire 

1.5 

-0.7 

Rhode Lsiand 

-10.0 

0.5 

Vermont 

-4.5 

-23 

MID-ATLANTIC 

Delaware 

-3.2 

-4.5 

Marviand 

-0.9 

-36 

New Jersey 

-7.8 

-3.6 

New York 

3.7 

0.0 

Pennsylvania 

-1.3 

-0.2 

GREAT LAKES 

liiinols 

7.5 

-4.5 

Indiana 

82 

2.8 

Michiaan* 

-11.7 

-7.2 

Ohio 

7.0 

-4.7 

Wisconsin 

3.8 

-2.4 

PLAINS 

Iowa 

2.5 

-2.0 

Kansas 

4.0 

-3 1 

Minnesota 

-0.6 

-110 

Missouri 

5,0 

5.6 

Nebraska 

5.2 


North Dakota 

5-6 

19.9 

South Dakota 

-1.9 

-1.7 

SOUTHEAST 

Alabama 

-8.4 

-8.1 

Ar1<ansas 

1.3 

2.0 

Florida 

-101 

-0.3 

Georaia 

-8.2 

-3.3 

Kentucky 

-2.5 

4.4 

Louisiana 

-2.6 

-13.9 

Mississiooi 

1.3 

-3.3 

North Carolina 

-1.4 

3.7 

South Carolina 

-16.6 

-2.8 

Tennessee 

-0.7 

-4.1 

Viralnia 

-5.6 

•0,4 

Wtest Virdnia 

17.5 

-14.2 

SOUTHWEST 

Arizona 

-4.3 

1.3 

New Mexico 

-0.3 

-8.0 

Oklahoma 

1.7 

-128 

Texas 

-0-4 

-13.1 

ROCKY MOUNTAIN 

Colorado 

-1.4 

2.2 

Idaho 

-1.8 

-8.6 

Montana 

-6 5 

-5.9 

Utah 

-12.3 

-3.1 

Wvomino 

0.9 

0,0 

FAR WEST 

Alaska 

-89 

-110 

California 

-8.6 

-2.0 

Hawaii 

-3.5 

-1.8 

Nevada 

6.7 

-16.2 

Oreoon 

-17.5 

13.9 

Wa.shinaton 

02 

62 

Averaae 

-2.2% 

-2.5% 


♦See Note to Table A-4. ‘‘Fiscal 2009 reflects changes from fiscal 
2008 expenditures (actual) to fiscal 2009 expenditures (estimated). 
Fiscal 2010 reflects changes from fiscal 2009 expenditures 
(estimated) to fiscal 2010 expenditures (recommended. NA indicates 
data not available. 

SOURCE: National Association of State Budget Officers. 


NOTE TO TABLE A-4 

Michigan Fiscal 2008 expenditures are artificially high and Fiscal 2010 
estimated spending is artificiaily low, dislc^ng flie year-to-year 
comparisons. Partial fiscal 2007 paymer^s to hi^eredixation 
institutions were deferred to fiscal 2008 and fiscal 2010 use of 
federal American Recovery and Reinvesbnent Act revenue is 
replaced with General Fund in 201 1 . Ad^sting for th^e one- 
time actions results in nominal percentege expendiUire 
changes of -1 0.2 percent and -7.2 f^rcent for fiscal 2009 and 
fiscal 2010, respectively. 
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NOTES TO TABLE A-5a 

Alaska Hiring freeze, operational savings, oth^ operafionaf and redurttons. 

Colorado The Governor’s budget plan was not based on a percer^ge applied; instead all cuts were evaluated and targeted based 

on the drcumstance. Other indudes: $121.2 milKwi in CF transfer to the GF, $10.7 million in other GF revenue changes, 

$47 .2 million in higher education reserve tremsfe’ to GF, $12.8 nriliion in reduction to vendor fee payment and $11.9 million 
from gaming diversion, /^so indudes FM^ benefit of $198.4 mil^. 

Connecticut Payroll savings currently under discussi«i 

Delaware Hiring freeze, purchase order review. re|»ogram funds, deauthorization of capital projects, maximizing federal 

funds 

Hawaii Carry-over balance from prior year; conversion of capital improvement project tonding from general fijnd to general 

obligation bond funds; federal stimulus. 

Iowa Across the board reductions 

Kansas Restructure debt 

Maryland Fund swaps with federal and special funds 

Michigan FY 2009 strategies include administraUve economies and efficiencies, closure of adult prison and juvenile fadlities, 

transitioning individuals from nursing homes to coiwnuraty settings, presaiption drug rebates, reduced funding for 
education and training programs, use of restricted revenue funds, revised caseload estimates, and increased Federal 
Medical Assistance Percentage (FMAP) rate, and federal ARRA State Fiscai Stabiliza^on Fund Revenue. 

Nevada Redirection of funds previously allocated to otoer endties 

North Carolina Federal Recovery-FMAP, and StabilizattCHi 

Oklahoma Oklahoma doesn’t have an FY-2010 budget in place at Biis time; so. we can’t report w^iich if any of the listed measures wiil 

be taken 

Pennsylvania Federal ARRA funds, budgetary freeze (lapses) and a salary freeze for management employees effective 1/1/2009. 

Rhode Island One furlough day through labor negotiatkms. Inaeases in employee medical benefit co-shares resulting from labor 
negotiations. Deferred actuarial fundir^ of retiree healUi benefits. Modified retiree health such that that there were many 
retirements to avoid new plan proviskms. 

South Carolina Agencies given flexibility to use other funds to off-set reductions 

South Dakota Federal stimulus funds 

Texas Federal stimulus tonds 

Utah Bond for buildings, bond for roads, and other one-lime revenue sources. 

Vermont Vacant posifion elimination and ARRA funds 

Virginia Eliminated proposed salary increases. 

Wisconsin Combined Reporting ($27.7 million). Tax on software ($9.4 million). Use of federal funds for TANF ($22.5 million), Hospital 

Assessment, $78.5 million, Federal Medical Assistance. Required Ending Balance ($65 million). Act 2 provided for 
additional $38 million in lapses, and revenue enhancements for combined reporting, softvi«re tax , hospital assessment, 
and federal dollars for TANF and MA. In addition, the requirement to retain $65 million in the rainy day fund was removed. 
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NOTES TO TABLE A-5b 


FY 2010 Governor’s budget not released 

The Governor’s budget proposes to divert a vendw fee (ber«fit for vendors) instead into the GF but it is not a fee increase 
for businesses to pay. The Governor’s budget ffen was not based on a percentage applied; instead ali cuts were evaluated 
and targeted based on the circumstance. Ott^er Bidudes: $155.5 miiiion in CF transfers to the GF, $10.2 million in other GF 
revenue changes, $47.2 million in higher education reserve transfer to GF. $39.1 million in reduction to vendor fee 
payment and $12.2 miiiion from gaming diversion. Also indudes FMAP benefit of $302.8 million. 

Payroll savings currently under discussion 

Hiring freeze, purchase order review, reprogram suri^us fmds, deauthorization of capital projects, maximizing federal 
funds 

Super Speeder Fine 

Carry-over balance from prior year; federal stimulus; transfers from specific non-general funds. 

Personal and corporate income tax increases 
Across the board reductions 


Georgia 

Hawaii 


Kansas 

Maryland 

Michigan 


Minnesota 

Missouri 

Montana 

Nebraska 


New Jersey 

North Carolina 

Nevada 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 
Rhode Island 

South Carolina 
South Dakota 


Restructure debt 

Fund swaps with federal and special fends: Federal stimulus fends 

FY 2010 strategies indude employee accessions {specifics to be determined): closure of state-operated facilities, 
elimination of state support for rron-cwe slate fencttons, elimination of alot programs and programs targeted to specific 
areas; reductions in K-12 education and univaaity operations; closure of tax loopholes; additional lottery investments and 
tax enforcement actions; and inaeased Federal Medical Assistance Percentage (FMAP) rate. 

Federal stimulus, state appropnation bonds and merging fends 
Federal budget stabilization fends 
Federal stimulus replacement 

The Governor's recommendations for FY 2010 assumed a 2.5 percent annual increase in employee salaries and wages 
and a 10 percent annual inaease in the employer cost for employee health insurance. With Just a few exceptions, the 
Governor's recommendations included budget adjustments to offset the cost of employee salary and health insurance 
increases in an effort to provide no or minimal net increase in appropriations. Agencies will address these budget 
adjustments in different ways. However, given the proportion (hat employee salary and benefit costs are of total agency 
budgets it is reasonable to assume there will be some position eliminations. 

Salary freeze is assumed through fiscal year 2010. Fiscal year 2009 Budget assumed a $25 million reduction across all 
departments for procurement reform; the Fiscal Year 2010 Budget applies a similar cut of $25 million as well as an 
additional reduction of $40 million for management efficiencies which will affect alf departments. 

Federal Recovery-FMAP, and Stabilization 
Redirection of fends previously allocated to other entities 
Transfer non-GRF fends to GRF to supplement tax collections 

Oklahoma doesn't have an FY 2010 budget in place at this time; so, we can't report which if any of the listed measures wifi 
be taken. 

The Legislature has not yet decided how to balance the FY 2010 budget. 

Federal ARRA fends, maintain management salary freeze through FY 2010 and proposed non-broad-based tax increases. 

Deferred actuarial funding of retiree health benefits. Pension reform; Restrict minimum age of retirement to 59 and 
eliminate pension COLAs for retirees. 

Appropriated federal stimulus dollars from Budget Stabilization Fund and Federal Medicaid Assistance Program (FMAP) 
Federal stimulus funds 


Texas 


Federal stimulus fends 


Utah 
Vermont 
Virginia 
West Virginia 


Enrollment growth set aside and otoer one-time revenue sources. 
Human Services Caseload Reserve fends and ARRA fends 
Eliminated proposed salary increases. 

Backfill education reductions with federal stabilization fends 
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TABLE A-6 


Fiscal 2009 Tax Collections Compared with Projections Used in Adopting Fiscal 2009 Budgets (Millions)** 

Sales Tax f^rsonal /ncome Tax Corporafe Income Tax Total 

Region and State 

Original 

Estimate 

Currenf 

Estimate 

Origin^ 

Estimate 

Current 

Es6mate 

Original 

Estimate 

Current 

Estimate 

Revenue 

Collection*'^* 

NEW ENGLAND 

Connecticut 

$3,748 

$3,361 

$7,676 

$6,840 

$792 

$608 

L 

Maine 

1,008 

987 

1.398 

1.327 

197 

169 

L 

Massachusetts 

4,286 

3,929 

12.762 

11.431 

1.705 

1.654 

L 

New Hampshire 

NA 

NA 

NA 

NA 

320 

256 

L 

Rhode Island 

863 

832 

1.124 

1.011 

161 

108 

L 

Vermont 

229 

215 

588 

552 

59 

52 

L 

MID-ATLANTIC 

Delaware 

NA 

NA 

1.038 

926 

92 

125 

L 

Maryland 

4,034 

3,611 

7.445 

7.364 

673 

582 

L 

New Jersey 

9,136 

8.448 

12.700 

11.249 

2.898 

2,497 

L 

New Yofic 

10.914 

10,700 

38.149 

36.559 

6.559 

5.645 

L 

Pennsylvania 

8.731 

8,275 

11.489 

10.756 

2,321 

2.037 

L 

GREAT LAKES 

Illinois 

7.297 

6,674 

10,432 

9,417 

1.937 

1.450 

L 

Indiana 

5.827 

5.426 

4.934 

4.726 

947 

822 

L 

Michioan 

6.645 

6.212 

7.010 

6.058 

2.661 

2.318 

L 

Ohio 

7.948 

7.452 

9.201 

8.258 

522 

495 

L 

Wisconsin 

4.479 

4.034 

7,106 

6,585 

860 

678 

L 

PLAINS 

Iowa 

2.000 

2.355 

3,344 

3.363 

468 

407 

T 

Kansas 

1.994 

1.935 

3.071 

2.890 

325 

340 

L 

Minnesota 

4.601 

4,378 

7.767 

7.217 

969 

659 

L 

Missouri 

1,937 

1.860 

5.448 

5.084 

471 

362 

T 

Nebraska 

1.359 

1.340 

1.750 

1.780 

215 

210 

L 

North Dakota 

656 

648 

308 

324 

112 

112 

H 

South Dakota 

676 

645 

NA 

NA 

NA 

NA 

L 

SOUTHEAST 

Alabama 

2,114 

1,945 

3.246 

2,897 

481 

345 

L 

Arkansas 

2.185 

2.135 

2.295 

2,271 

306 

258 

T 

Florida 

19.093 

17,220 

NA 

NA 

2,223 

1,880 

L 

Georaia 

5.594 

5,433 

8.479 

8.224 

729 

695 

L 

Kentucky 

2,978 

2.878 

3.473 

3.365 

513 

242 

L 

Louisiana 

2.891 

2.841 

2.873 

2.831 

969 

881 

T 

Mississiooi 

2.019 

1.950 

1.617 

1.548 

528 

403 

L 

North Carolina 

5.374 

4,754 

11.386 

9.517 

1,192 

833 

L 

South Carolina 

2,699 

2,282 

2,970 

2.582 

249 

126 

L 

Tennessee 

7.019 

6,475 

262 

204 

1,664 

1,328 

L 

Virainia 

3.226 

3.011 

10.777 

10.045 

706 

685 

T 

West Virainia 

1.181 

1,125 

1.490 

1.516 


260 

T 

SOUTHWEST 

Arizona 

4,643 

3,905 

3.614 

2.779 

841 

576 

L 


2.404 

2,378 

1.140 

1.214 

399 

293 

T 

Oklahoma 

1,701 

1.726 

2.165 

2.061 

289 

311 

T 


21,348 

21.700 

NA 

NA 

NA 


L 

ROCKY MOUNTAIN 

Colorado 

2,062 

1.963 

5,200 

4,895 

508 

341 

L 

Idaho 

L069 

1.042 

1.268 

1.223 

157 

158 

L 





857 

187 

158 

T 

Utah 

1.821 

1,583 

2.772 

2.424 

330 

297 

L 

Wvomino 

485 

522 

NA 

NA 

NA 

NA 

H 










California 

27,111 

26,332 

55.720 

46.792 

13,073 

10,197 

L 

Hawaii 

2,590 

2,475 

1.529 

1,448 

83 

78 

L 

Nevada 

1,164 

873 

NA 

NA 

NA 

NA 

L 

Oreaon 

NA 

NA 

6.375 

5.399 

432 

308 

L 

Washinoton 

8,508 

7.478 

NA 

NA 

NA 

NA 

L 

lo^l 

$219,660 

$207,358 

$284,241 

$257,085 

$52,126 

$43,034 

- 


NOTES; NA indicates data are not available because, in most rases, these states do not have that type of tax. 


*■ **Uniess otherwise noted, original estimates reflect the figures used when the fiscal 2009 budget was adopted, and current estimates reflect 
preliminary actual tax collections, 

’**Key: L=Revenues lower than esfimates. H=Revenues ht^er than estimates, T=Revenues on target. 
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TABLE A-7a 


Comparison of Tax Collections In Fiscal 2008, Fiscal 2009, and Fiscal 2010 Recommended (Millions)** 

Sales Tax Person^ Income Tax Corporate Income Tax 

Region/State 

Fiscal 2008 

Fiscal 2009 

Fisc^ 2010 

Fi^2008 

Fiscal 2009 

Fiscal 2010 

Fiscal 2008 

Fiscal 2009 Fiscal 2010 

NEW ENGLAND 

Connectiojt 

$3,582 

S3, 361 

$3,582 

$7,513 

$6,840 

S6.754 

$734 

$608 

$632 

Maine 

983 

987 


1,444 

1.327 

1,374 

185 

169 

177 

Massachusetts 

4,087 

3,929 

4.021 

12.484 

11,431 

11,432 

1,512 

1,654 

1,514 

New Hamoshire 

NA 

NA 

NA 

NA 

NA 

NA 

317 

256 

256 

Rhode island 

844 

832 

839 

1.074 

1.011 

1.013 

151 

108 

96 

Vermont 

226 

215 

215 

622 

562 

536 

75 

52 

42 

MID-ATLANTIC 

Delaware 

NA 

NA 

NA 

1.007 

926 

925 

179 

125 

44 

Maryland* 

3,675 

3.611 

3.592 

6,940 

7,364 

6,637 

552 

582 

600 

New Jersey 

8,916 

8,448 

8,712 

12.«)6 

11,249 

11.288 

3,133 

2,497 

2,196 

New York 

10,591 

10,700 

12.127 

36,564 

36.559 

34,769 

6,018 

5,645 

6,084 

Pennsylvania 

8,497 

8,275 

8,390 

10,908 

10,756 

10,755 

2,418 

2.037 

1.913 

GREAT LAKES 

Illinois 

7,215 

6,674 

6,488 

10.320 

9,417 

11.845 

1,860 

1,450 

1,513 

Indiana 

5,534 

5,426 

5,550 

4.838 

4,726 

4,774 

910 

822 

828 

Michiaan 

6.773 

6,212 

6,067 

7,226 

6,058 

5,354 

2,466 

2,318 

2.234 

Ohio 

7,614 

7,452 

7,265 

9.115 

8,258 

7,922 

754 

495 

163 

Wisconsin 

4,268 

4,034 

4,011 

6.714 

6.585 

6,613 

838 

678 

860 

PLAINS 

Iowa 

2,000 

2,355 

2,398 

3,360 

3.363 

3.309 

484 

407 

376 

Kansas 

1,958 

1,935 

1,975 

2.897 

2,890 

2.990 

432 

340 

365 

Minnesota’ 

4,571 

4,378 

4.157 

7.759 

7.217 

7.034 

1,020 

659 

450 

Missouri 

1,931 

1.860 

1.861 

5,210 

5.084 

5,122 

459 

362 

410 

mNebraska 

1,322 

1,340 

1.350 

1,726 

1.780 

1,840 

233 

210 

210 

North Dakota 

555 

648 

615 

307 

324 

327 

141 

112 

132 

South Dakota 

645 

645 

659 

NA 

NA 

NA 

NA 

NA 

NA 

SOUTHEAST 

Alabama 

2,067 

1,945 

1,984 

2.971 

2,897 

2.883 

501 

345 

347 

Arkansas 

2,111 

2.135 

2,226 

2.345 

2,271 

2,306 

318 

258 

253 

Florida 

18,429 

17.220 

17.588 

NA 

NA 

NA 

2.217 

1,880 

1,820 

Georaia 

5.797 

5,433 

5,213 

8,830 

8,224 

8,338 

942 

695 

543 

Kentucky 

2,878 

2,878 

3,067 

3,483 

3,365 

3,360 

435 

242 

506 

Louisiana 

2.864 

2,841 

2,673 

3,169 

2,831 

2.519 

940 

881 

570 

Mississippi 

1.947 

1,950 

1.930 

1,542 

1,548 

1.530 

501 

403 

379 


4.962 

4,754 

4.812 

10,902 

9.517 

9,406 

1.112 

833 

810 

South Carolina 

2.463 

2,282 

2,192 

2,864 

2.682 

2,475 

269 

126 

129 

Tennessee* 

6.851 

6.476 

6,605 

292 

204 

164 

1.620 

1.328 

1,301 

Virpinia 

3,076 

3,011 

3,167 

10,115 

10,045 

10.388 

808 

685 

729 

West Virginia 

1,110 

1,125 

1,144 

1,519 

1.516 

1,522 

388 

260 

231 

SOUTHWEST 

Arizona 

4.354 

3.905 

3,884 

3.407 

2,779 

2.688 

785 

576 

586 


2.323 

2,378 

2.399 

1,214 

1,214 

1,230 

355 

293 

275 


1,612 

1,726 

1,754 

2,239 

2,061 

2,007 

279 

311 

308 

Texas 

21,604 

21,700 

21.812 

0 

0 

0 

0 

0 

0 

ROCKY MOUNTAIN 

Colorado 

2,127 

1,963 

2.107 

4.974 

4.895 

4.884 

508 

341 

348 

Idaho 

1,142 

1,042 

1,026 

1.430 

1,223 

1,212 

190 

156 

162 

Montana 

17 


17 

867 

857 

845 

160 

158 

118 

Utah 

1,739 

1.583 

1,533 

2.612 

2,424 

2,335 

416 

297 

304 

Wyoming 

505 


506 

0 

0 

0 

0 

0 

0 

FAR WEST 

Alaska 

NA 

NA 

NA 

NA 

NA 

NA 

789 

795 

650 

California 

26,613 

26.332 

30,221 

54,234 

46,792 

51.237 

11,849 

10,197 

10.445 

Hawaii 

2.619 

2,475 

2.498 

1,544 

1,448 

1,457 

85 

78 

62 

Nevada 

986 

873 

815 

NA 

NA 

NA 

NA 

NA 

NA 

Oregon 

NA 

NA 

NA 

4.973 

5,399 

5,433 

441 

308 

326 

Washington 

8,216 

7,478 

7,551 

NA 

NA 

NA 

NA 

NA 

NA 

Total 

$214,217 

$207,358 

$213,601 

$276,155 

$257,805 

$261,100 

$50,772 

$43,034 

$42,303 


NOTES: NA indicates data are not available because, in rrwst cases, these states do not have that type of tax. *See Notes to Table A-7a, 

** Unless otherwise noted, fiscal 2008 figures reflect actual tax coHections, fiscal 2009 figures reflect the current estimates, and fiscal 2010 figures 
are projections. 

SOURCE: National Association of State Budget Officers. 
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TABLE A.7b 


Comparison of Tax Coiiections in Fiscal 2008, Fiscal 2009, and Fiscal 2010 Recommended (Percentages)** 

Sales Tax PersonaJ Incofm Tax Corporate Income Tax 

Region/State 

Fiscal 2008 

Fiscal 2009 

Fiscal 2010 

Fiscal 2008 

Fiscal 2009 Fiscal 2010 

Fiscal 2008 

Fiscal 2009 Fiscal 2010 

NEW ENGLAND 

Connecticut 

2.5% 

-6.2% 

6.6% 

11.3% 

-9.0% 

-1.3% 

-17.6% 

-17.2% 

4.0% 

Maine 

-3.7 

0.4 

2.0 

6.6 

-8.1 

3.6 

0,3 

-8.5 

5.0 

Massachusetts 

0.5 

-3,9 

2.3 

9.5 

-8.4 

0.0 

-4.7 

9.4 

-8.5 

New Hampshire 

NA 

NA 

NA 

NA 

NA 

NA 

10.4 

-19.2 

0.0 

Rhode Island 

-3.3 

-1.5 

0.8 

0.8 

-S.8 

0.2 

1.6 

-28,2 

-10.8 

Vermont 

1.4 

-4.9 

0.1 

7.1 

-11.3 

-2.9 

2.5 

-29.9 

-20.5 

MtD-ATLANTiC 

Delaware 

NA 

NA 

NA 

-0.1 

-8.0 

-0,1 

27-2 

-30.0 

-64.7 

Maryland* 

7.5 

-1.8 

-0.5 

3.9 

6.1 

-9.9 

-6.5 

5.5 

3.1 

New Jersey 

3,6 

-5.2 

3.1 

7.5 

-10.8 

0.3 

-2.3 

-20.3 

-12,0 

New York 

5.4 

1,0 

13.3 

5.7 

0.0 

-4.9 

-7.0 

-6.2 

7.8 

Pennsylvania 

-1.1 

-2,6 

1.4 

6.3 

-1.4 

0,0 

-3.0 

-15.7 

-5.8 

GREAT LAKES 

Illinois 

1.1 

-7.5 

-2.8 

9.7 

-8,8 

25.8 

6.3 

-22.0 

4.3 

Indiana 

2.9 

-2.0 

2.3 

4.8 

-2.3 

1.0 

-7.9 

-9.6 

0.6 

Michigan 

3.4 

•8.3 

-2.3 

12.2 

-16.2 

-11.6 

35.8 

-6.0 

-3.6 

Ohio 

2.6 

-2.1 

-2.5 

2.6 

-9.4 

-4.1 

-30.0 

-34,3 

-67.1 

Wisconsin 

2.6 

-5.5 

-0.6 

2.1 

-1.9 

0.4 

-5.9 

-19.1 

27.0 

PLAINS 

Iowa 

4.7 

17.7 

1.8 

8.9 

0.1 

-1-6 

13.9 

-15.8 

-7,6 

Kansas 

-4,6 

-1.2 

2.1 

6.9 

-0-2 

3.5 

-2.3 

-21.3 

7.4 

Minrjesota* 

1.4 

-4.2 

-5,0 

7.3 

-7.0 

-2.5 

-12.9 

-35.4 

-31.6 

Missouri 

-1.2 

-3.7 

0.0 

5-9 

-2.4 

0.7 

0.2 

-21.2 

13-3 

Nebraska 

1.4 

1.4 

0.7 

4.6 

3,1 

3.4 

9,3 

-9.8 

0.0 

North Dakota 

8.6 

16.9 

-5.1 

-2.6 

5.5 

1.0 

16.3 

-20,5 

17.7 

South Dakota 

6.9 

0,0 

2.3 

NA 

NA 

NA 

NA 

NA 

NA 

SOUTHEAST 

Alabama 

-1.0 

-5.9 

2.0 

1.1 

-2.5 

-0.5 

10,2 

-31.1 

0,6 

Arkansas 

-3,5 

1.1 

4.3 

8.1 

-3.1 

1,5 

-5.9 

-18.8 

-2.1 

Florida 

-5.2 

-6,6 

2.1 

NA 

NA 

NA 

-9,3 

■15,2 

-3.2 

Georpia 

-2,0 

■6,3 

-4.0 

0-1 

-6.9 

1,4 

-7.6 

-26.2 

-21.9 

Kentucky 

21 

0.0 

6.6 

14.5 

•3.4 

7,9 

56 

-44,4 

109.1 


•9,2 

-0.8 

-5.9 

-2.7 

-10.7 

-11,0 

-10,7 

■6.2 

-35.3 

Mississippi 

0.9 

0,1 

-1.0 

4.5 

0,4 

-1,2 

3.3 

-19.5 

-6.1 


•0,3 

•4.6 

1.2 

3.8 

-12,7 

-1,2 

-23.4 

-25.1 

-2.8 

South Carolina 

-6.4 

-73 

-3.9 

•0-6 

-9.9 

-4,1 

2.7 

-53,2 

2.5 

Tennessee* 

0.5 

-5.5 

2.0 

17.7 

-30.0 

-20.0 

-8,3 

-18,0 

-2,0 

Viroinia 

0.9 

■2 1 

5.2 

3-3 

•0.7 

3.4 

-8,2 

-15.2 

6.4 


7,2 

1.4 

1.7 

7.4 

-0.2 

0.4 

5.3 

-33.0 

•11.2 

SOUTHWEST 

Arizona 

-2,3 

-103 

-05 

-8.8 

-18.4 

-3.3 

•20.4 

-26.6 

1,7 

New Mexico 

0.4 

24 

0.9 

2.8 

0.0 

1.4 

-22.9 

-17.4 

-6.1 

Oklahoma 

5.3 

7.1 

1.6 

-4.2 

-8.0 

-2.6 

-35.9 

11.4 

-1.0 

Texas 

7.0 

0.4 

05 

NA 

NA 

NA 

NA 

NA 

NA 

ROCKY MOUNTAIN 

Colorado 

-3.8 

-7.7 

7.4 

2.1 

-1.6 

-0.2 

2,0 

-32.8 

2.0 

Idaho 

6.0 

-8,8 

-1,5 

2.1 

-14.5 

•0.9 

-0,3 

-17,5 

3.6 

Montana 

0.9 

-1,6 

2,3 

4,8 

-1.2 

-1,3 

-9,7 

-1 .6 

-25.4 

Utah 

-6.4 

-9.0 

-3.1 

1.5 

-7.2 

-3.7 

-2,2 

-28.6 

2.4 

Wyoming 

5,4 

3,4 

-3.1 

NA 

NA 

NA 

NA 

NA 

NA 

FAR WEST 

Alaska 

NA 

NA 

NA 

NA 

NA 

NA 

2,2 

0,8 

-18.2 

California 

-3,0 

-1,1 

14.8 

4.4 

-13.7 

9.5 

6.2 

-13.9 

2.4 

Hawaii 

2.4 

-5.5 

1.0 

-1.0 

-6.2 

0,6 

4.0 

-8,9 

-20.1 

Nevada 

-1.4 

-11,4 

-6.7 

NA 



NA 

NA 

NA 

Oregon 

NA 

NA 

NA 

-11.1 

8,6 

0.6 

8.6 

-30.1 

5.8 

Washington 

4.1 

-9,0 

10 

NA 


KH 

NA 

NA 

NA 

Total 

0.6% 

-3.2% 

3.0% 

4.7% 


■FPI 

-3,3% 

-15.2% 

-1.7% 


NOTES: NA indicates data are not available because, in most cases, these slates do not have that t>^e of tax. ‘See Notes to Table A-7. 

** Unless otherwise noted, fiscal 2008 figures reflect actual tax coltections, fiscal 2009 figures reflect the current estimates, and fiscal 201 0 figures 
are projections. SOURCE: National Association of State Budget Officers. 


NOTE TO TABLES A-7a and b. 

Tennessee Corporate Income Tax includes excise tax and frarK^iise tax. Sales tax. personal income tax and corporate exdse tax are 

shared with iocal governments. 
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TABLE A-8 


Proposed Revenue Changes by Type of Revenue, Fiscal 2010 

Slate Tax Change Desaip&on 

Effective Date 

Fiscal 2010 
Revenue Changes 
($ in Millions) 

SALES TAXES 

Arkansas 

Decrease in state sales tax rate applied to food ftw home consumption from 3 
percent to 2 percent 

7/09 

$ -40.5 


Decrease in state sales tax rate applied to manufecturing electricity and natural 
gas usage from 4 percent to 3.25 percent. 

7/09 

-3.8 

California 

(a) Compliance effort ($10 million) + (b) Rate increase ($4,766 million) 

4/09 

4,776.0 

Illinois 

Loophole Closures 

7/09 

94.0 

Massachusetts 

A one percent increase to Statewide Meals and Hotel & Motel Tax to support local 
aid 

Upon 

Enactment 

149.2 

Michigan 

Lower bad debt deduction; towrer collectton allowance; change taxation of 
interstate trucks; change taxation of certain interstate communications 

10/09 

50.6 

Minnesota 

Capital equipment sales tax exemption 

1/10 

-33.6 

New York 

Expanded the definition of vendor to preclude certain retailers from avoiding the 
SUT 

6/09 

9.0 


Impose sales tax on digital property 

6/09 

15.0 


Curtail certain abusive tax avoidance schemes 

6/09 

4.0 


Impose sales tax on cable/satellite services 

6/09 

136.0 


Repeal the sales tax cap on motor {i»l 

6/09 

90.0 


Equalize the current coupon system 

6/09 

3.0 


Eliminate clothing exemption 

6/09 

462,0 


Impose sales tax on certain miscellaneous personal services 

6/09 

78.0 


Repeal bad debt law 

6/09 

8.0 


Increase prepaid sales tax rate on cigarettes 

6/09 

14,0 


Allow wine in grocery stores 

6/09 

0,8 


Limit capital improvement exemption to new construction, additions 

6/09 

120,0 


Impose sales tax on entertainment related spending 

6/09 

53,0 


Impose sales tax on transportation-related spending 

6/09 

45.0 


increase tobacco retail fee 

6/09 

-0.4 


Increase beer and wine tax 

6/09 

2.0 


Impose sales tax on Soft Drinks 

6/09 

404.0 


Impose an additional 5 percent tax on certain luxury goods 

6/09 

12.0 


Increase the auto rental tax from 5 percent to 6 percent 

6/09 

8.0 

Rhode Island 

Increase Cigarette excise tax by $1 .00 while retaining minimum price markup 

4/09 

2,7 

Virginia 

Sales tax on cigarettes 


2.0 

Total Revenue Changes — Sales Taxes 


$6,512.0 



360 


THE FISCAL SURVEY OF STATES: JUNE 2009 51 


TABLE A-8 (continued) 


Proposed Revenue Changes by Type of Revenue, Fiscal 2010 

State Tax Change DesaipBon 

Effective 

Date 

Fiscal 2010 
Revenue Changes 
($ in Millions) 


PERSONAL INCOME TAXES 



California 

(a) Compliance effort {+S9 rrtillton) + (b) D^)«K}ent Credit Reduction (+$1,440 
million) + (c) Rate increase (+$3,658 mMion) + (d) (-$330 million Jobs credit) 

+ (-$33 million Homebuyer credit) 

1/09 

$4,744.0 

Delaware 

New Top Rate of 6.95 percent 

1/10 

30.0 

Illinois 

1.5 percent tax rate increase (3 p^cent to 4.5 pefx»nt) 

7/09 

2,920.0 

Kansas 

Would repeal community services contribution tax credit 

7/09 

4.4 

Maine 

Limits benefits undertax reimbursement programs 


10.0 

Michigan 

Suspend inflation indexing of exemptions; eliminate douWe deduction for oil and 
gas producers 

1/09 

61.1 

Minnesota 

Federal conformity provisions 

7/09 

-39.9 

North Dakota 

Decreased persona! income tax rate 

7/09 

-50.0 

New Jersey 

One year tax rale increase to 10.25 percent cm income > $500.0(X) 

1/09 

620.0 


One year suspension of property tax deduction for non- seniors with income > 
$150,000 

1/09 

160.0 


Lottery winnings > $10,000 wiil be suk^ct to income tax 

1/09 

8.0 

New Yorit 

Impose tax on full amount of investment management fee earned by non- 
resident managers 

1/09 

60.0 


Levy fee on non-LLC partnerships with NY-source income at or above $1 million 
at rates currenUy applicable to LLC partnerships 

1/09 

50.0 


increase the itemized deduction limitation applicable to high income taxpayers 
from 50 percent to 100 percent except charitable contributions 

1/09 

140.0 

North Carolina 

IRC Update - The Governor recommends an update to the IRC reference used 
in defining and determining certain state tax provisions 

1/10 

-10,4 

Rhode island 

The American Recovery and Reinvestment Act of 2009 contains the following 
provisions: Increase weekly unemployment compensation by $25.00, SI. 8 
million; Deduction from AGI of first $2,400 of Unemployment compensation. 
${6.4) million, and Deduction from AGI of Sales tax paid on new car purchase, 
$(1.4) million 

1/09 

-5.0 

South Carolina 

Lower the state's income tax from 7 percent to a flat 3.65 percent by using 
revenues from a cigarette tax increase of 30-cents per pack 

7/09 

-102,0 

Virginia 

Federal Tax Conformity $10.5 million; decrease land preservation tax credit cap 
$50.0 million; add energy tax credit increase ($2.0 million) 

1/09 

58.5 

Wisconsin 

Creates new high marginal tax bracket for very high income earners; $225 
thousand single, $300 thousand married filing jointly; S150 thousand married 
filing separately 

1/09 

175.6 


Total Revenue Changes— Personal Income Taxes $8,834.3 
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TABLE A-8 (continued) 


Proposed Revenue Changes by Type of Revenue, Fiscal 2010 

state Tax Change 

Effective 

Dale 

Fiscai 2010 
Revenue Changes 
($ in Millions} 

CORPORATE INCOME TAXES 

Cailfomia 

Compliance Efforts 

7/09 

$4.0 

Hlinois 

2.4 percent tax increase <4.8 percer^to 72 percent) 

7/09 

$470.0 

Iowa 

Yearly $200 million budget cap onojnently w%capped awarded tax credits fcs" $15 
million and elimination of doubling of researtii ani activities tax credit for $13 
million. 

1/09 

28.0 

Maine 

Removes from the apportionment cakajIaUwi ttie sales of tangible personal 
property by businesses operating in more than erne state where the taxpayer is not 
taxable. 


2-6 

Minnesota 

Reduce the ojrporate tax rate from 9.8 perc^ to 4.8 percent over a six-year 
period. 

1/10 

-10.0 


Section 179 business expensir^. 

7/09 

-20.9 


Reinvestment tax aedit. 

7/09 

-50.0 


Green JOBZ 

Final 

Enactment 

-1.2 

New Jersey 

Extend 4 percent surdiarge that was to expire on 6/30/09 

1/09 

80.0 

North Carolina 

The Govemew recommended Uiat con^)anles with profits bafow $100,000 be able 
to exempt the first $25,000 from net income and companies with profits between 
$100,000 and $200,000 be able to exempt the first $15,000. 

1/10 

-12.0 

Oregon 

Increase coqwrate minimum tex, 

1/10 

28.0 

Rhode Island 

Reduce rate to 7.5 percent from 9.0 percent 

1/10 

-14.5 

Tennessee 

Family-Owned Non-Corporate Entities (FONCE) subject to Franchise & Excise 
Taxes. 


25,0 

Virginia 

Captive REIT iegistation 

7/09 

10.0 

Total Revenue Changes— Corporate income Taxes 


$539.8 


CIGARETTE AND TOBACCO TAXES 

Arkansas 

InaeasQ In r^arette tax rate from 59 cents to $1.15 per package of 20 
cigarettes, increase in lax rate for other tobacco products. 

3/09 

$86.2 

Delaware 

frjcrease from $1.l6/pack to $i.60/pack 

8/09 

16.0 

Illinois 

$1.00 per pack increase 

7/09 

366.0 

Maine 

Change in basis to tax on smokeless tobacco. 


1.5 

Michigan 

Double the tax rate on other tobacco products; iovrer collection allowance 

10/09 

48.2 

Mis^ssippl 

Increase by $0.24 f«r pack for manufacturere partidpaling in the tobacco 
settlement with the Stale and $0,43 for non-participating manufacturere. and 
Increase on smokeless tobacco. 

7/09 

79,8 

New Hampshire 

35 cent par pack increase in Tobacco Tax 

7/09 

36,0 

New Jersey 

Increase cigarette tax from S2.57S per pack of 20 cigarettes to $2.70 per pack 

7/09 

26,0 

New York 

Change method of taxation of dgars to S0.50 per cigar from 37 percent of 
wholesale price 

4/09 

10.0 


Increase retail registratior? fee 

1/09 

16.7 

North Carolina 

increase cigarette tax from $,35/pai:* to $1.35/pack. Also recommended the tax 
on other products from 10 percent to 28 percent erf the vdiolesate price. 

9/09 

342.9 

Oregon 

Increase tax rate. A portion of tois irwrease goes to the General Fund. 

1/10 

37-0 

Pennsyivama 

Increase cigarette tax by $0.10 per park. 

8/09 

60.8 

Rhode Ssiartd 

Increase dgarette exdse tox to $3.46 white retaining minimum price markup 

4/09 

27.5 

South Carolina 

inaease dgarette tax by SO-cenls per pack and use the revenues to lower the 
state’s income tax from ? percent to a fiat 3.65 percent. 

7/09 

102.0 

Wisconsin 

Increases cigarette tax rate by $0.75 per park. 

9/09 

127.4 

Total Revenue Changes— Cigarette and Tobacco Taxes 


$1,489.0 
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TABLE A-8 (continued) 


Proposed Revenue Changes by Type of Revenue, Fiscal 2010 

Sfafe Tax Change Description 

Effective 

Date 

Fiscal 2010 
Revenue Changes 
($ in Millions) 

MOTOR FUELS TAXES 

Alaska 

Suspend Motor Fuel Tax 


$-8 

Idaho 

Increase the state fuel lax by two cente per g^lc« eactJ year for five years. 

7/09 

17.6 

New Jersey 

Increase to motor vehicle fees, indudirig transadions, processes and services 

7/09 

20 

Oregon 

increase fuel tax. None of this increase goes to the General Fund. 

7/09 

58 

Total Revenue Changes— Motor Fuels Taxes 


$87.6 

ALCOHOLIC BEVERAGES 

California 

Compliance {Flavored Malt Beverages) 

7/09 

$38.0 

Delaware 

increase taxes by 50 percent 

9/09 

3.5 

Michigan 

Increase license fees: extend hours of sales 

10/09 

24-1 

New Jersey 

increase alcoholic beverage excise tax, excluding beer, by 25 percent 

7/09 

22.0 

New York 

Reform tax on flavored malt bev«^es 

6/09 

15.0 


Increase rates on beer and wnne 

4/09 

63.0 

North Carolina 

A 5 percent tax surcharge to alt ^cohd purdiases 

9/09 

157-5 

Total Revenue Changes — Alcoholic Beverages 


$323.1 

OTHER 

Colorado 

HB 09-1001 Tax Credit - Creates an income tax credit to firms toat create new 

8/09 

S-2,9 


jobs in Colorado and meet specified aiteria. (03/10/09 Revised Legislative 
Council Staff Fiscal Note) 



Delaware 

Corporate Franchise Tax 

1/09 

97,4 


Gross Receipts Tax - Increase by 10 percent 

1/09 

7,0 


Public Utility Tax 

8/09 

7,0 

Idaho 

Renta! Car Tax, oeates a six percent tax assessed on car rentals. 

7/09 

2.0 


Speciality Plates, increases fees for speciality license plates by $20. 

7/09 

4.0 

ilfinois 

Various 

7/09 

593,0 

Kansas 

SusperKt franchise tax phase-out 

7/09 

14.0 


Suspend phase-out of estate tax 

1/10 

5.0 

Louisiana 

Extension of Tax Credits • due to sunset this year. The extension will apply to 
film producWon, targeted infrastructure, digital media, sound recording, research 
and development, and Angel investor. 

7/09 

-8.0 

Maine 

Estate Tax revision and change in tax rate on telecommunication persona! 
property. 


3.8 

Maryland 

Reduced the Mined Coal Tax Credit for the Frandiise Tax 

6/09 

4,5 

Michigan 

Change taxation of commercial rental property under property tax 

10/09 

10.0 

Minnesota 

Reduce taconite state appropriation from 22 cents per taxable ton of iron ore 
produced to 7 cents per ton. 

7/09 

-5.8 

New Hampshire 

$20,1 million from a 0.75 percent inaease in Meals & Rooms Tax; $8.0 million 
from a tax on Gambling Winnings greater than $600 

7/09 

28.1 

New Jersey 

Unclaimed slot machine vouchers would be escheated 

7/09 

4.0 

Oregon 

Extend and restructure provider tax. None of this revenue goes to the General Fund. 

10/09 

232,0 

Pennsylvania 

Implement a tax on other tobacco products. 

10/09 

37.9 


Implement a severance tax on natural gas. 

10/09 

107.2 


Continued phase out of the Capital Slot* and Franchise Tax. 

1/10 

■222.9 

Rhode Island 

increase Health Care Insurers Gross Premiums Rate to 2,00 percent 

1/09 

3,8 


Eliminate Exemption for Managed Care Flans 

1/09 

9.8 


Reduce Nursing Home Tax Revenue 

7/09 

-1-6 


Eliminate Group Home tax 

5/09 

-11.1 


Increase Estate tax exemption amount to $1.0 million 

1/10 

-1,5 

South Dakota 

Additional Gaming tax of 1 percent Deadwood casinos 

7/09 

1-0 

Tennessee 

Heaifri Maintenance Organijation prKrtum tax increase from 2.2 percent to 5.5 percent. 


139.3 

Virginia 

Hotel Movie Rental Tax 

7/09 

0.3 

Wisconsin 

increases taxes on other tobacco products including moist snuff and cigars by 42 
percent. 

9/09 

15.2 

Total Revenue Changes — Other Taxes 


$1,072.5 
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TABLE A-8 (continued) 


Proposed Revenue Changes by Type of Revenue, Fiscal 2010 

Fiscal 2010 

Effective Revenue Changes 

S tate Tax Change Description Date ($ in Millions) 

FEES 


Alaska 

Business License Fee Reduction 

10/08 

$-3.2 

California 

Vehicle License Fee Rate increase 

5/09 

1,692.0 

Colorado 

SB 09-108 Fee Ina^ase for TransportaHc« (FasttratSts) 03/10/09 Revised 

Section 5 

200.0 


Legislative Council Staff Fiscal Note 

takes effect 
in January 

10; rest was 




upon 

signature 




(law) 


Connecticut 

increase various licenses, permits, and fees 

7/09 

137.2 

Delaware 

Various Judicial Fees 


1.3 


\fltal Records fee increases 


1.0 


Alcohol Beverage Control Comrrassion licen«ng fees 


1.2 

Florida 

Various fee increases 

Various 

151.3 

Georgia 

Driver Services Super Speeder Fine 


23.0 

Idaho 

Vehicle Registration, increases fees for cars, motorcycles, etc. according to 
vehicle age and for light trucks acconjing to age and weight. 

7/09 

13.6 


Heavy trucks, increases registration by 5 percent. 

7/09 

2-4 

Maine 

increases State Park fees, Marine Resource license fees & 
Hunling/Fishing/Trapping license fees. 


1.6 

Minnesota 

Health Department - Vita! Records Technology Improvement Fee. Extends the 
current $2 surcharge on all vital records to ensure system upgrades scheduled to 
be implemented in 2010 continue, and future costs are recovered. 

7/09 

1.2 


Human Services Dept - Licensing Funding. Restructures the fijncSng mechartism for 
the department's licensing activibes, increasing fees to fully recover licensing costs. 

7/09 

1.2 


Human Services Dept - Stabilizes fur>ding for Stale Operated Services denial 
clinics. 

7/09 

1.8 


Dept of Natural Resources * Utility and land lease fees. 

7/09 

1.8 


Agriculture Dept - Increase pesticide fees. 

7/09 

2.8 


Enterprise Technology Office - Surcharge for electronic licensing system. 

7/09 

5,8 

New York 

Increase Registration Fees 

9/09 

60.5 


Increase Driver's License Fees 

9/09 

21.9 


Reissue License Plates 

4/10 

0,0 


Increase HUT registration fee from $4 to $15 and allow the Tax Department to 
mail out decals 

4/09 

4.6 


increase Food licensing fees 

4/09 

3.7 


Inaease Food Safety Violation Penalties 

4/09 

1,2 


Increase and Expand New Statewide Central Register Fees 

4/09 

2,7 


Increase various Civil Service Exam Fees 

4/09 

1.6 


Expand Insurance Fingerprinting Fee 

4/09 

6,3 


Increase Nudear Power Plant Fee 

4/09 

2,7 


Remove Cap on DMV Surcharges 

4/09 

8.3 


Increase License TerminaUon Fees 

4/09 

13,4 


increase State Pollutant Discharge Elin^nation Fees 

4/09 

5,0 


Establish Fishing Fees 

4/09 

6.0 


Increase Physician Fees 

4/09 

16.4 


Assess Early intervention Provider Fee 

4/09 

1.7 


Restructure Clinical Lab Fees 

4/09 

36.5 


Increase Certificate of Need Fees 

4/09 

4.0 
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TABLE A-8 (continued) 


Proposed Revenue Changes by Type of Revenue, Fiscal 2010 

state Tax Chanoe Description 

Effective 

Date 

Fiscal 2010 
Revenue Changes 
fS in Millions) 


FEES (cont’d) 



New York (cont’d) 

Reinstitute Hospital Assessment 

4/09 

$316.4 


Reinstitute Home Care Assessment 

4/09 

19,1 


Increase Hospital Surcharges 

4/09 

126.0 


Increase Covered Lives Assessments 

4/09 

240.0 


Extend the Covered Lives Assessment 

4/09 

5.0 


Establish Physical Procedure Surcharge 

4/09 

49.8 


Increase Insurance Assessment for PuWic Heatft Programs 

4/09 

99.8 


Establish Timothy's Law insurance Assessment 

4/09 

179.0 


Increase Insurance Assessment for Tobacco Confrol and early intervention 

4/09 

92.6 


Establish Third Party Administrator Fee 

4/09 

63.1 


increase Various Asbestos Related Fees 

4/09 

9.2 


Boiler Inspection Fee Increases 

4/09 

2,2 


Increase Real Property Transfer Fee 

4/09 

14.3 


Increase Administrative Parks Fees 

4/09 

6.5 


Increase Utility Assessment 

4/09 

651.6 


Establish Horse Entrance Fee 

4/09 

1.0 


Increase State Licensing Fees 

4/09 

3.5 


Increase Surcharge on Auto Insurance 

4/09 

48,4 


Automated Speed Enforcement Cameras 

4/09 

60.0 


Establish Processing Fee for Paper Returns 

4/09 

6.8 


Establish Bad Check Fee 

4/09 

1,5 


Establish Installment Payment Fee 

4/09 

4.6 


Establish Tax Preparer Fee 

4/09 

6,0 

North Carolina 

Increase annual license fee on professionals from S50 to S200 and increase in non-tax 
judicial fees arxl various smaller fee increases. 

7/09 

27,4 

Ohio 

Executive recommendations for FY 2010-2011 contained multiple fee increases to 
sui^rt certain activiUes including industry specific licensing and inspection services. 

7/09 


Oklahoma 

Miscellaneous fee increases for several agencies. 


29,7 

Oregon 

Increase transportation registration and title fees. None of this revenue goes to 
the General Funds. 

7/09 

442,0 

Rhode Island 

Motor vehicles: Inaease reinstatement fees for Operator's license from $75.00 to 
$250.00 

4/09 

3.7 


Motor vehicles: Increase Certificate of title fee from $25.00 to $50.00 

4/09 

3.9 

South Dakota 

increases in licensing, registration and inspection fees in Dept, of Health; 
Increases in parole supervision fees in Dept, of Corrections; Increases in coin 
laundry fees, alcohol brand registration fees and alcohol licensing fees in the Dept, 
of Revenue; increases in business registration and licensing fees within 
Secretary of State. Increases in licensing and permit fees within the Dept, of 
Agriculture, Increases in park related fees wnthin the Dept, of Game Fish and 
Parks. Increases in license and registration fees within the Dept, of Environment 
and Natural Resources. 

7/09 

4.6 

Utah 

Regulatory fees to cover costs. 


20.8 


Motor Vehicle Registration increase by $20. 

7/09 

53.0 

Vermont 

Motor Vehicle fee increase 

7/09 

8.521 


Public Safety; sale of audio/videotapes 

7/09 

0.003 


Historic preservaUon/archeology 

7/09 

0.190 


Change for technical analysis to review econonrac development and community 
development grants 

7/09 

0.016 


Secretary of State professional regulalkwi 

7/09 

0.164 


Workers' Compensation premium assessment 

7/09 

0,006 

Total Revenue Changes — Fees 


$5,022.6 
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TABLE A-9 


Recommended Revenue Measures, Fiscal 2010 

Fiscal 2010 
Recommended 


State 

Descriptor) 

Effective 

Date 

Changes 
($ in Millions) 

Colorado* 

Sales-Capped the amount of state sales tax vendors can retain to offset 
administrative costs associated wlh ojBecting state sales tax at time of purchase 
(Figure represents Governor’s policy proposal - le^slative estimate in final bill is 
$38.0M) 


S39.1 

Connecticut 

Sales-Suspension of the sales tax week for two ^ars 

7/09 

4.2 


Personal Income-Delay the increase in the aretes personal income tax exemption 
for 3 years 

7/09 

13.3 


Corporate-Cap the film industry tax credit at $30 rrHilion per year. Suspend the 
Historic Homes and Historic Structures tax credits for two years 

7/09 

35,0 


Fees-Reduce tottery retailer commission from 5 percent to 4 percent 

4/09 

10.0 

Delaware 

increase state share of Video Lotteryfinstifote sports betting 


55.0 

Florida 

Other-Redistribution and delayed distribution of lax collections : trust fund sweeps 

7/09 

646.3 

Idaho 

Sales-Ethanol Exemption, repeals the exemption on ethanol. 

7/09 

4.1 

Kansas 

A!cohoi-The amount of liquor taxes that under current law is distributed to local 
governments is recommended to be deposited in the State General Fund. 

7/09 

27.2 


Other-Require mineral taxes to be paid within one month instead of two, resulting 
in one additional mineral tax payn^nt in FY 2010. 

7/09 

10.0 

Maine 

Personal Income-Enhanced revenue collections, reduction in amount transferred 
to Local Government Fund and revision on estimated tax payments. 


18.5 


Other-Additional investment earnings 


1.3 

Massachusetts 

Sales-The Governor recommended eliminating the sales tax exemption on alcohol, 
candy and sweetened beverage products. 

Upon 

Enactment 

160.0 

Maryland 

Fees-Adjusts commission level for lottery sales agents from 5.5 percent to 5.0 
percent of ticket sales. 

6/09 

8.6 

Michigan 

Sales-Use tax audit letter to businesses 

10/09 

2.5 


Personal Income-income tax automation 

10/09 

4.1 


Other-Increased lottery advertising; publicize names of major delinquent taxpayers 
to increase compliance; delinquent business accounts compliance efforts 

10/09 

31.0 

Minnesota 

Gambling-Establishes a single tax rate on all forms of charitable gambling in order 
to reduce complexity and provide a more fair distribution. The proposed rate of 
3.75 percent of gross receipts replaces four different tax rates currently assessed 
on five forms of lawfol gambling; pull tabs, tip boards, raffles, bingo, and paddle 
wheels. The proposed tax is estimated to raise the same amount of revenue as 
the existing four taxes, which collectively are forecast to provide $39.2 million to 
the general fund in FY 2010. 

7/09 and 

1/10 

0.0 


Fees-Human Sen/ices Dept - Transforms the Child & Adolescent Behavioral 
Health Services (C>^HS) hospital from an enterprise program to an appropriation- 
based program and establishes a new partial hospitalization model of care. 

7/09 

8.4 


Fees-Dept of Labor & Industry - Move to a biennial licensure and registration 
process and stagger the renewal cycles to save agency operating costs. 

7/09 

2.7 


Other-Merge Health Care Access Fund into the general fond. 

7/09 

0.0 

Montana 

Other-Miiigate Property tax Re-appraisal 

1/09 

-9.3 

Nevada 

Increase SUT commission by 1 percent 

7/09 

12.9 


RedirecUon of various revenue streams from local governments and other 
segments of state government to the Gwieral Furtd. 

7/09 

155,4 


Redirection of fees formeriy deposited in other accounts to the General Fund. 


7.0 

New Hampshire 

Alcohol-Pricing, product and efficiency improvements/initiabves at state iiquor 
stores 

7/09 

14.0 
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TABLE A»9 ^continued) 


Recommended Revenue Measures, Fiscal 2010 

State DasalpSon 

Effective 

Dale 

Fiscal 2010 
Recommended 
Changes 
($ in Miliions) 

New YQr}< 

SaieS'Tax Complianca 

6/09 

$78.0 


F^rsorral income-Refonn the Empire Zones TaxCredft FYo^am 

1/08 

272.0 


Personal Income-Enact reciprocal program Aw US Treasury Department arrd 

other states to intercept vendor payment to satisfy ^i^ble past-due debts. 

1/09 

2,5 


Personal Income-Etiminate Underutilized Tax Oedtts 

1/09 

5.9 


Corporate Income-Reform the Taxaton of KgiW ftc^rty 

3/09. 1/09 

15,0 


Corporate Income-lno-ease the mandatory fest in^flment from ^ percent to 30 
percent. 

1/10 

351,0 


Corporate incpme^liminate Exemption for Large Goc^>«afive Insurance Companies 

im 

19.0 


Corporate Income-Rostructure and the Insuranr^ Tax 

1/09 

65,0 


Corporate Income-Change FiRr^ Requirement for Overcapitalized Captive 
Insurance Coipotatlons 

1/09 

33.0 


Corporate tncoroe-Clartfy that U®ties do not Meet Defirtifion of Manufocturers for 
CatHtai Base Cap 

1/09 

18.0 


Corporate income-Expand toe State Low tn«»pe Hmislng Tax Crectit Program by 
S4 million 

1/09 

-4.0 


Aicohol-Aliow the sate of wine in gro<»iy storos and impose a fianchisa fee 

10/09- 

105.0 


Fees-Expand the Bottle Bill 

4/09 

118.0 

Ohio 

Fses-incroase in certain user, iicensif^ and inspection fees reduced pressure in 
the General Revenue Fund in FY 201 0-20 11 

7/09 

53.4 

Oregon 

Personal incx>me-Expands tax credit; AHovvs Higher Education to retain interest 
earnings. 

1/10 

-6,0 

Pennsylvania 

Saiss-Eliminate toe 1 percent vendor ctiscount for timely remittance of sates tax 
coRedions. 

7/09 

74.9 


CIgarotte-Eliminate toe transfer of 18.52 percent of the dgarette lax to toe Health 
Care Provider Retention Account. 

7/09 

198,9 


Otoer-Ctoe-time transfer of a portion of toe balance in the Health Care Provider 
Retention Account. 

7/09 

350.0 

Rhode Island 

Motor Fuel-Transfer of $0.01 general revenue share of $0.30 Gas Tax to 
Department of Transporiation 

7/09 

-4.S 


Fees-Reinslitote Hospital Licensing Fee and implement base year rate 

N/A 

111,4 


Fees-Sale of Various State Property 

7/09 

10.0 

South Carolina 

Other-Redirect Redeveiopment Authority taxes and fees to the General Fund 

7/09 

4.6 

V^tginia 

Sales-Change in dealer discount sales tax 

7/09 

64.3 


Feesi-2/3 excess court foes 

7/09 

6.0 

Wisconsin 

Sales-S19.8 Requires simUar treatment of sales and individual inajme tax for 
business entities of parent corporations (disregards): $1.5 Require internet sellers 
to <roilect sales tax if affiliated wth business that has nexus in state 

7/09 

21.3 


Personal tncome-Ftequires quarterly withholding payments by nonresident 
members of pass-through entities: 

1/09 

38.5 


Corporate lncome-$38.2 decouples from the federal qualified production activities 
deduction; $57.7 compute tfirowbadc ^les equal to normal sales for corporate 
income apportionment purposes: $4.0 clarifies definition of direct air carrier for 
in«3me apportionment purpcses; $5.0 sunsets the refondable film lax credit; $4.5 
delays eiectrcmtc medical recwds tax credit untti 2011. 

1/09 

109,4 


Other-Reduces cafxtai gains exdudaWe from ifKX»Tie from 60 percerS to 40 percent. 

1/09 

85.1 

Total 



$3,409,4 

NOTE: See Notes to Table A-S. SOURCE: National Associafion of State Budget Officers. 

NOTE TO TABLE A-9 

Colorado 

Figure reixesented the Goverrw's nsquesl There were other revenue policy ctoanges proposed by toe executive but they do not 
fit witoin toe categories listed here <e.g.. ca^ ft«d transfers). As su<to. tfey are describ^ in TaWe A-Sj, All Colorado revenue 
policy changes frx budget balancing fovolve the divwaai of existing GF revenues into toe 6F ir^stead of use for other pufjxsses. 
The policy itoanges do not involve any tax chwiges, pursuant to Article X. Section 20 of the Cotorado Constitution, 
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TABLE A-10 


Total Balances and Balances as a Percentage of Expenditures, Fiscal 2008 to Fiscal 2010* 



Total Balance ($ in Millions) 


Balances as a Percent of Expenditures 

Reaion/State 

Fiscal 2008 

Fiscal 2(X)9 F/scat 2010 

Fiscal 2008 

Fiscal 2009 

Fiscal 2010 

NEW ENGLAND 

Connecticut 

SI .382 

$1,100 

$586 

8.5% 

6.5% 

3.3% 

Maine 

116 

75 

90 

3.7 

2,5 

3.0 

Massachusetts 

2.406 

1.466 

1,014 

8.8 

5.3 

3.6 

New Hamoshire 

106 

51 

51 

6.9 

3.3 

3.3 


61 

10 

121 

1.8 

0.3 

3.9 

Vermont 

58 

60 

57 

4,8 

5,2 

5.1 

MID-ATLANTIC 

Delaware 

526 

378 

393 

15.4 

11.4 

12.4 

Maryland 

1,172 

1.134 

744 

8.1 

7.9 

5.4 

New Jersev 

1.304 

699 

500 

3.9 

2,3 

1.7 

New York 

2,754 

1.514 

1,242 

5.2 



Pennsvl^^nia 

1,325 

515 

141 

4,9 

1.9 

0.5 

GREAT LAKES 

Illinois 

417 

417 

417 

1.5 

1.4 

1.5 

Indiana 

1.413 

1.275 

1.040 

11.1 

9.3 

7.3 

Michigan 

460 

2 

-130 

4.7 

0.0 

-1.6 

Ohio 

2.694 

1,336 

1.242 

10,2 

4.7 

4.6 

Wisconsin 

131 

216 

237 

1,0 

1.5 

1.7 

PLAINS 

641 

594 

448 

10,9 

9.8 

7,6 

Kansas 

527 

58 


8.6 

0.9 

0.0 

Minnesota 

1,920 

569 

903 

11.3 

3.4 

6,0 

Missouri 

1,115 

483 

271 

13.8 



Nebraska 

1,130 

863 

560 

34.8 

25.0 

15.9 

North Dakota 

653 

703 

543 

54,2 

55-3 

35.6 

South Dakota 

107 

107 

107 



9.4 

SOUTHEAST 

Alabama 

467 

237 

216 

5,4 

3.0 

3.0 

Arkansas 




0.0 

0.0 

0.0 

Florida 

1,666 

1.125 

389 

6.0 

4,5 

1,6 

Georgia 

2.217 

2,217 



12,4 

12,9 

Kentucky 

300 

47 

24 

3.2 

0.5 

0,2 

Louisiana 

1.641 

1.641 

854 

17.0 

17.5 

10.6 

MiSSissiDOi 

440 

375 

300 

8,7 

7.3 

6.0 


1.386 

537 

537 

6.8 

2.7 

2.8 

South Carolina 

324 

147 

211 

4,5 

2.5 

3,6 

Tennessee 

1.098 

686 

750 

10.0 

6.3 

7.2 

Virginia 

1.328 

755 

602 

7.7 

4.6 

3.7 


1.132 

456 

564 

30,1 

10.3 

14.9 

SOUTHWEST 

Arizona 

151 

-430 

15 

1.5 

-4,6 

0,2 


735 

568 

515 

12.2 

9.5 

9.4 

Oklahoma 

886 

950 

354 

13.7 

14,6 

6,2 

Texas 

11,171 

8.698 

8.539 

26,2 

20.5 

23,2 

ROCKY MOUNTAIN 
Colorado* 

327 

148 

161 

4.4 

2.0 

2.1 

Idaho 

380 

198 

152 

13.6 

7,2 

6,0 

Montana 

436 

341 

274 

21.1 

17,6 

15,0 

Utah 

414 

395 

270 

7.0 

7.6 

5.3 

Wyoming 

306 

284 

279 

16.9 

15,5 

15,2 

FAR WEST 

Alaska 

8.746 

5.396 

4.643 

160.1 

108.4 

104.8 

California 

2,376 

-2,341 

3.182 

2.3 

-2,5 

3.5 

Hawaii 

405 

138 

114 

7.5 

2.6 

2.2 

Nevada 

388 

187 

307 

11.3 

5.1 

10.0 

Oregon 

91 

341 

-237 

1.3 

5,7 

-3.5 

Washington 

1.093 

-49 

-1.139 

7,5 

-0.3 

-7.3 

Total 

$62,319 

$36,655 

$34,669 

9.1% 

5.5% 

5.3% 


NOTES: NA indicates data no! available. ^Fiscal 2008 are actual figures, fiscal 2009 are estimated figures, and fiscal 2010 are recommended 
figures. *' Total balances include both the ending balance and balances in budget stabiiizaUon funds. 


SOURCE: National Association of State Budget Offrcers. 
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NOTES TO TABLE A-10 

Colorado Reflects General Assembly’s final budget balancing fKoposals. 

West Virginia FY 2008 Balance indudes $409,6 rrtlllon in aRMX)fMiated btdances tiiat were carried forward into FY 2009 and authoiized 

for expenditure. Data assumes that all apiWDfwaBons in FY 2009 and FY 2010 wiil be spent with no appropriations carrying 
forward, however historically amounts vwH remam at the end of each fiscal year and be re-appropriated to the next fiscal 
year. FY 2009 aiso reflects anticipated inveslm^ tosses in the Rainy Day Fund. 



★★★ ★★★★★★ 
★ ★ ★ ★ ★ ★★★★ 
★★★ ★★★★★★ 
★★★ ★★★★★★ 
★★★ ★★★★★★ 


www.nga»org 

www.nasbo*org 
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OMB Guidance on ARRA Section 1512 Implementation 
Key Issues from NASACT’s Perspective 

June 23, 2009 


At the request of the staff of the Oversight and Government Reform Committee of the U.S. House of 
Representatives, NASACT staff prepared the listing below of key implementation issues regarding 
implementation issues of the American Recovery and Reinvestment Act of 2009 with particular attention 
to section 1 51 2 reporting issues. This list is not intended to be a comprehensive listing of all issues faced 
by the states; rather, it is a reflection of some of the more critical issues that the states have been working 
with the Office of Management and Budget to address in OMB’s implementation guidance. 

Issues: 

1 . Notification of awards - states, particularly governors, have expressed a desire to be notified of 
all ARRA-related awards coming to their states. 

2. Statewide reporting - states have expressed a desire for flexibility in reporting data elements. 

For example, some states have expressed a desire to report agency information centrally while 
other states favor decentralized (agency by agency) reporting. States requested that OMB allow 
flexibility in this area. 

3. Subrecipient reporting - states have expressed a desire for flexibility in reporting data elements 
for subreoipients. Some states may prefer that subrecipient information be reported back to the 
state and then reported by the state comprehensively. Other states may prefer allowing 
subrecipients to report directly. Again, flexibility was requested in the OMB guidance, 

4. Data quality and accuracy - states are concerned about the quality and accuracy of data to be 
reported quarterly. States have requested that OMB develop a process wherein they can review 
the data and make corrections prior to final submission, 

5. Job creation - states have requested that OMB develop clear guidance on calculating jobs 
created or saved. 

6. Single audit - states have requested that OMB develop guidance on conducting single audits of 
ARRA funds, including new compliance requirements associated with those funds. States also 
asked OMB to develop guidance on separate identification of ARRA funds so that states could 
adequately track these funds separate from regular grant funds. 
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INVESTMENTS BY AGENCY 


Federal agencies receiving Recovery Act funds submit weekly Financial and Activity reports 

■y activities. The below table reflects the latest of these reports featured on 



i (Tnousanils) 


Department of Education (ED) 

$44,772,426 

$7,585,126 

Department of Health and Human Services (HHS) 

$29,814,171 

$21,518,730 

Department of Labor (DOL)* 

$20,516,829 

$6,570,771 

Department of Transportation (DOT) 

$19,005,173 

$369,552 

Social Security Administration (SSA) 

$13,031,986 

$13,015,975 

Department of Energy (DOE) 

$5,809,167 

$140,91 1 

Department of Housing and Urban 

Development (HUD) 

$5,186,408 

$708,799 

Environmental Protection Agency (EPA) 

$4,407,747 

$12,760 

Department of Agriculture (USDA) 

$3,233,803 

$2,153,378 

Department of Justice (DOj) 

$1,726,744 

$364,936 

Department of Defense (DOD) 

$965,770 

$8,098 

Department of Treasury (TREAS) 

$777,898 

$10,563 

General Services Administration (CSA) 

$546,688 

$2,801 

Department of Commerce (DOC) 

$542,228 

$241,077 

Department of Homeland Security (DHS) 

$526,278 

$19,120 

National Science Foundation (NSF) 

$517,339 

$0 

US Army Corps of Engineers (USAGE) 

$378,457 

$42,876 

Railroad Retirement Board (RRB) 

$129,075 

$129,017 

Corporation for National and Community 

Service (CNCS) 

$1 18,067 

$1,384 

Small Business Administration (SBA)' 

$109,733 

$23,170 

Department of the Interior (DOI) 

$93,292 

$3,01 1 

Federal Communications Commission (FCC) 

$63,225 

$1,773 

Department of Veterans Affairs (VA) 

$35,144 

$1,721 

Department of State (DOS) 

$28,51 1 

$6,290 

National Endowment for the Arts (NEA) 

$19,842 

$69 

Smithsonian Institution (SI) 

$17,505 

$488 

National Aeronautics and Space 

Administration (NASA) 

$5,716 

$0 

Agency for International Development (USAID) 

$5,312 

$109 

Total' 

$152,384,534 

$52,932,508 


'Effective May 21 , a Department of Labor accounting adjustment was made to reflect an $8.9 
billion dollar reduction from the previously reported outlays (i.e.: paid out). 

Total excludes approved loan amounts for Guaranteed Loan Financing. 
tJotais may not add up because of rounding. 
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INVESTMENTS BY STATE 


The below table reflects information provided in Table 2 of GAO’s April 23, 2009 Rexovery Act 
••■ncerning allocation of the top 3 funded programs 1" • 



\r;.:o;;-;' 

'►534,576 

$521,958 


California 

$3,331,167 

$2,569,568 

$3,993,379 

Colorado 

$226,959 

$403,924 

$509,363 

District of Columbia 

$87,831 

$123,508 

$59,883 

Florida 

$1,394,945 

$1,346,735 

$1,809,196 

Georgia 

$521,251 

$931,586 

$1,032,684 

Illinois 

$992,042 

$935,593 

$1,376,965 

Iowa 

$136,023 

$358,162 

$316,467 

Massachusetts 

$1,182,968 

$437,865 

$666,153 

Michigan 

$700,522 

$847,205 

$1,066,733 

Mississippi 

$225,471 

$354,564 

$321,131 

New Jersey 

$549,847 

$651,774 

$891,424 

New York 

$3,143,641 

$1,120,685 

$2,021,924 

North Carolina 

$657,1 1 1 

$735,527 

$951,704 

Ohio 

$760,647 

$935,677 

$1,198,882 

Pennsylvania 

$1,043,920 

$1,026,429 

$1,276,766 

Texas 

$1,448,824 

$2,250,015 

$2,662,203 

Total Case Study 

$16,937,745 

$15,550,776 

$20,836,218 

Percent of National Total 

70 

58 

64 

National Total 

$24,233,145 

$26,660,000 

$32,552,620 

Notifications as of 

April 3, 2009 

March 2, 2009 

April 2. 2009 
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Chapter 

THE COMMONWEALTH OF MASSACHUSETTS 

In the Year Two Thousand and Nine 

AN ACT MOBILIZING ECONOMIC RECOVERY IN THE COMMONWEALTH. 

Whereas, The deferred operation of this act would tend to defeat its 
purpose, which is forthwith to infuse the state econon^ with available federal 
funds, create jobs and provide economic relief to the people of the 
Coiwnonwealth of Massachusetts in the present fiscal emergency, therefore it is 
hereby declared to be an emergency law, necessary for the immediate 
preservation of the public convenience. 

Be it enacted by Che Senate and House of Representatives in General Court 
assembled, and by the authority of the same, as follows: 

SECTION 1. Section 30 of chapter 151A of the General Laws, as appearing 
in the 2006 Official Edition, is hereby amended by striking out, in line 32, 
the word ''eighteen" and Inserting in place thereof the following figure:- 
26. 

SECTION 2. Said section 30 of said chapter 151A, as so appearing, is 
hereby further amended by striking out, in lines 43 to 45, inclusive, the 
words "because of the individual's need to address the physical, psychological 
and legal effects of domestic violence; provided that" and inserting in place 
thereof the following words:- ; provided, however, that such circumstances 
shall include an individual's need to address the physical, psychological and 
legal effects of domestic violence, as well as any period in which economic 
circumstances permit the provision of extended benefits or any other emergency 
benefits funded in whole or in part by the federal government; provided, 
further, that. 

SECTION 3. Said section 30 of said chapter 151A, as so appearing, is 
hereby further amended by inserting after the word "claim", in line 64, the 
following words:- unless the period is tolled by regulation. 

SECTION 4. Notwithstanding section 38C of chapter 7 of the General Laws, 
contracts for design seirvices which are funded in whole or in part by the 
American Recovery and Reinvestment Act of 2009 shall be exempt from the 
jurisdiction of the designer selection board if the design fee under the 
contract is less than $25,000, if the estimated construction cost of the 
project for which the design services are required is less than $250,000 or if 
the contract is otherwise exempt under said section 360 of said chapter 7. 
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SECTION 5. Notwithstanding section 38D of chapter 7 of the General Laws, 
2 ach contract for designer services for a project which is funded in, whole or 
in part by the American Recovery and Reinvestment Act of 2009 and which is 
subject to the jurisdiction of the designer selection board shall be publicly 
advertised by the board either: (i) within the COMPASS system, not less than 2 
rfeeks before the deadline for filing applications, and in the central register 
established xmder section 20A of chapter 9, not less than 2 weeks before the 
leadline for filing applications; or (ii> if the contract is not advertised 
rfithin the COMPASS system, the contract shall be publicly advertised in the 
central register at least 2 weeks before this deadline. Every contract for 
design services for a project which is funded in whole or in part by the 
'tfnerican Recovery and Reinvestment Act of 2009 and subject to section 38K of 
said chapter 7 shall be publicly advertised under this section, 

SECTION 6. Subsection Id) of section 38F of chapter 7 of the General 
E^aws shall not apply to contracts which are funded in whole or in part by the 
American Recovery and Reinvestment Act of 2009. For those projects, the 
designer selection board may delegate its powers and duties under subparagraph 
(b) of section 38D of said chapter 7, paragraphs <c) and (d) of section 388 of 
said chapter 7, and subsections (a) and (b) of sections 38G, and subsections 
38K and 381 of said chapter 7 to panels of less than all the board members. A 
panel of at least 6 members shall be required for selection of designers under 
this section, 4 of whom shall be architects or engineers; provided, however, 
that there shall be at least l architect and l engineer on the panel. 

SECTION 7, Notwithstanding section 38H of chapter 7 of the General Laws, 
for contracts which are funded in whole or in part by the American Recovery 
and Reinvestment Act of 2009, the certification required by clause (iv) of 
subsection (e) of said section 38H of said chapter 7 shall only apply to 
contracts which exceed $25,000 or which are for the design of a building for 
which the budgeted or estimated construction costs exceed $250,000. 

SECTION 8. Notwithstanding section 38K of chapter 7, a contract for 
design services which is funded in whole or in part by the American Recovery 
and Reinvestment Act of 2009 and which would otherwise be subject to the 
requirements of said section 38K of said chapter 7 shall not be subject to 
those requirements unless the project at issue is estimated to exceed 
5250,000. 

SECTION 9. Notwithstanding section 40B of chapter 7 of the General Laws, 
for projects which are funded in whole or in part by the American Recovery and 
Reinvestment Act of 2009, the cotmaissioner of capital asset management and 
naintenance may, upon request of a state agency or building authority, 
delegate project control and supervision to that state agency or building 
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authority over projects involving structural or mechanical work in which the 
sstimated cost is less than $ 2 , 000,000 if the commissioner determines that the 
agency or authority has the ability to control and supervise such project. 
Sxcept as otherwise provided in said section 40B of said chapter l, any state 
agency or building authority shall control and supervise its own building 
projects when the estimated cost of such project is less than $250,000 or if 
:he project does not involve structural or mechanical work. 

SECTION 10. The second and third paragraphs of section 7K of chapter 29 
5f the General Laws shall not apply to projects which are funded in whole or 
in part by the American Recovery and Reinvestment Act of 2009; provided, 
aowever, that this section shall apply. 

No provider of design services for any building project for which a state 
igency is the using agency shall be selected by the designer selection board 
5r by the a<ininistering agency in accordance with sections 38AH to 38N, 
inclusive, of chapter 7 of the General Laws, and no design services shall be 
performed for or by such administering agency for any building project for 
i#hich the satisfactory completion of a study program is required before the 
lesign or construction of that project, until: (a) the study, program or, 
•there appropriate, both have been satisfactorily completed to such extent that 
1 contract for final design may be awarded in the discretion of the 
rommissioner of capital asset management and maintenance; {b} the using agency 
:ertifies in writing to the commissioner of capital asset management and 
naintenance that the study, program or, where appropriate, both correspond to 
:he current needs of that agency, including its current long-term capital 
facilities development plan; and (c) the commissioner requests that 1 or more 
>f the directors of the office of programming, office of project management or 
office of facilities management review the study or program or, where 
jppropriate, both and the directors certify in writing to the commissioner 

I :hat Che study, program or, where appropriate, both reflect the using agency's 

j 

leeds as stated, that they provide an accurate estimate of the project 
requirements, cost and schedule, that the project can be accomplished within 
:he appropriation or authorization for that project, and recommends proceeding 
•fith design, construction or, where appropriate, both. 

This section shall not apply to maintenance or repair projects, as 
iefined by section 39A of chapter 7 of the General Laws, estimated to cost 
Less than $250,000, if the executive head of the agency administering the 
Project certifies in writing that the design work is or shall be such as to 
specify a project that can be accon^lished and that there are funds available 
:o pay for the design services. 
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SECTION 11. Secti<Ki 26A of chapter 29 of the General Laws shall not 
apply to maintenance or repair projects, as defined by section 39A of chapter 
7 of the General Laws, which are funded in whole or in part in the American 
lecoveiy and Reinvestment Act of 2009 and are estimated to cost less than 
?2S0,000, if the executive head of the agency administering the project 
certifies in writing that the design work is or shall be such as to specify a 
project that can be acccmiplished, and that there are funds available to pay 
for the design services. 

SECTION 12. Notwithstanding any general or special law to the contrary, 
:he Water Pollution Abatement Trust established in section 2 of chapter 29C of 
the General Laws may establish such terms and conditions for any loan or other 
form of financial assistance made under said chapter 29C that is funded in 
rfhole or in part by amounts provided under the American Recovery and 
Reinvestment Act of 2009 as the board of trustees of the trust shall determine 
to be in the best interests of the commonwealth and as required to comply with 
federal law including, without limitation, the interest rate, repayment 
period, number of payments to be made and amount of principal to be repaid on 
such loan or other form of financial assistance. 

SECTION 13. Notwithstanding any general or special law to the contrary, 
:he Water Pollution Abatement Trust established in section 2 of chapter 29C of 
;he General Laws may transfer amounts held in the Drinking Water Revolving 
!iind to the Water Pollution Abatement Revolving Fund for application by the 
:rust to the purposes specified in section S of said chapter 29C. and may 
rremsfer amounts held in the Water Pollution Abatement Revolving Fund to the 
Prinking Water Revolving Fund for application by the trust to the purposes 
specified in section 18 of said chapter 29C, in each case to the extent 
mthorized by the federal Clean Water Act and the federal Safe Drinking Water 
^ct. 

SECTION 14 . For contracts which are funded in whole or in part by the 
unerican Recovery and Reinvestment Act of 2009, section 39M of chapter 30 of 
:he General Laws shall only apply if the contract is estimated to cost more 
:han $50,000 but not more than $100,000. 

SECTION 15. Notwithstanding the first sentence of subsection (a) of 
jection 39M of chapter 30 of the General Laws, a transportation or public 
/orks project subject to award under said section 39M of said chapter 30 by a 
iepartment, agency or authority of the COTimonwealth that is funded in whole or 
,n part through the American Recovery and Reinvestment Act of 2009 and that is 
ixpected to interfere with the movement of traffic or the traveling public 
?ay, in the discretion of the awarding authority, be procured through a 
>idding method that awards the project to the responsible and eligible bidder 
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with the lowest bid value after taking into account the awount of time that 
the bidder has identified in the bid for completion of the project, 
hereinafter referred to as cost-plus-time bidding; provided, however, that 
such awarding authority may reject any bid if it is in the public interest to 
ao so. 

In utilizing a cost-plus-time bidding procurement method, the awarding 
iuthority shall use a cost parameter A and a time parameter B to determine a 
Did value. The cost parameter A shall be the traditional bid for the contract 
items and shall be the dollar amount for the work to be performed under the 
contract. The time parameter B shall be the total number of calendar days 
required to complete the project, as estimated by the bidder, multiplied by an 
igency-determined daily road user cost hereinafter referred to as RUC to 
:ranslate time into dollars. The total bid value, which shall be clearly 
ietaiied in the bid documents, shall equal the A + B (RUC) . The total bid 
/alue shall be used only to evaluate bids. The winning bid, which shall be 
:alculated at a public bid opening at a time and location designated in the 
Did documents, shall be the lowest bid value submitted by a responsible and 
sligible bidder. The contract amount for payment purposes shall be based on 
;he bid price A, not the total bid value. The number of days bid B shall 
lecome the contract time. Por purposes of this section, "responsible and 
(liglble bidder" shall be defined pursuant to the criteria in subsection (c) 
>f said section 39M of said chapter 30; provided, however, that the reference 
:o "lowest" in said subsection (c) of said section 39M of said chapter 30 
thall mean "lowest bid value" as provided in this section. 

The provisions of the General Laws generally applicable to public works 
>rojects including, but not liniited to, sections 26, 27, 27A, 27B, 27C, 27D, 
i7P and 34A of chapter 149 of the General Laws and sections 39P, 39Q, 39H, 
i9J, 39K, 39M except the first sentence of subsection (a), 39N, 390, 39P and 
9R of said chapter 30 shall apply to all public works projects using the 
:ost-plus-time bidding procurement method provided in. this section. 

SECTION 16. Notwithstanding section 29 of chapter 149 of the General 
^aws, contracts which are funded in whole or in part by the American Recovery 
^nd Reinvestment Act of 2009 shall only be subject to the requirements of said 
ection 29 of said chapter 149 if the amount of the contract is more than 
. 25,000. 

SECTION 17. (a) Subsection (2) of section 44A of chapter 149 of the 

( eneral Laws shall not apply to contracts which are funded in whole or in part 
ly the Mierican Recovery and Reinvestment Act of 2009; provided, however, that 
this section shall apply. 
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(b) A contract for the construction, reconstruction, installation, 
iemolition, maintenance or repair of any building by a public agency estimated 
:o cost less than $10,000 and where the overall project is also estimated to 
cost less than $ 10,000 shall be obtained through the exercise of sound 
business practices. The public agency shall make and keep a record of each 
such contract solicitation. At a rainimum, the record shall include a written 
lescripcion of how the services were procured and the name and address of the 
person from whom the services were procured- Written price quotations 
submitted in accordance with this subsection shall not require certificates of 
sligibility, update statements or bid deposits. In no event shall public 
igencies solicit price quotations from persons if to do so would violate 
chapter 268A of the General Laws. 

(c) A contract for the construction, reconstruction, installation, 
iemolition, maintenance or repair of any building by a public agency estimated 
:o cost not less than $10,000, but not more than $50,000 and where the overall 
)roject is also estimated to cost not more than $50,000, shall be awarded to 
;h€ responsible person offering to perform the contract at the lowest price 
luotation; provided, however, that the public agency shall seek written price 
flotations from at least 3 persons customarily providing the work for which 
:he contract is being made available, when seeking written quotations, the 
mblic agency shall make and keep a record of the names and addresses of all 
)ersons from whom price quotations were sought, the names of the persons 
lubmitting price quotations and the date and amount of each price quotation. 
Jritten price quotations submitted in accordance with this subsection shall 
\ot require certificates of eligibility, update statements or bid deposits. In 
lo event shall public agencies solicit price quotations from persons if to do 
io would violate chapter 268A of the General Laws. 

(d) A contract for the construction, reconstruction, installation, 
Iemolition, maintenance or repair of any building by a public agency estimated 
;o cost more than $50,000 but not more than $100,000, except for a puti^jing 
station to be constructed as an integral part of a sewer construction or water 
;onstruction project bid under section 39M of chapter 30 of the General Laws, 
hall be awarded to the lowest responsible and eligible bidder on the basis of 
lompetitive bids publicly opened and read in accordance with the procedure set 
orth in said section 39M of said chapter 30. As used in this section, the 
pumping station" shall mean a building or other structure which houses only 
'umps and appurtenant electrical and plumbing fixtures. 

(e) A contract for the construction, reconstruction, installation, 
emolition, maintenance or repair of any building by a public agency estimated 
o cost more than $ 100 , 000 , except for a jHimping station to be constructed as 

6 
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■m integral part o£ a sewer construction or water construction project bid 
ander section 39M of chapter 30 of the General Laws, shall be awarded to the 
Lowest responsible and eligible general bidder on the basis of competitive 
3ids in accordance with the procedure set forth in sections 44A to 44H, 
Inclusive of chapter 149 of the General Laws. 

(f) When the general court has approved the use of an alternative mode 
5f procurement of construction for a project under section 7E of chapter 29 of 
:he General Laws, the awarding authority responsible for procuring 
construction services for the project shall follow the policies and procedures 
>f this section and of sections 44B to 44H, inclusive of chapter 149 of the 
Seneral Laws, to the extent compatible with the mode of construction 
procurement selected. 

(g) Notwithstanding subsection (f), a public agency may undertake the 
procurement of modular buildings in accordance with section 44E of chapter 149 
>f the General Laws. A public agency may procure site work for modular 
puildings including, but not limited to, construction of foundations, 
Lnstallations and attachment to external utilities, or any portion of site 
/ork, either in combination with the procurement of modular buildings pursuant 
:o said section 44E of said chapter 149 or on the basis of competitive bids 
pursuant to subsection (e) . Notwithstanding said subsection (f), a public 
igency may procure energy management services in accordance with sections IIC 
pr 111 of chapter 25A of the General Laws and regulations promulgated 
;hereunder. 

SECTION 18. (a) For contracts subject to the prequalification 
requirements set forth in section 44D>i of chapter 149 of the General Laws 
/hich are funded in whole or in part by the American Recovery and Reinvestment 
^ct of 2009, an awarding authority shall have the option to use the condensed 
>requali£ication process for general contractors described in this section in 
.ieu of the full prequalification process set forth in said section 44DH of 
laid chapter 149. The purpose of the condensed prequalification process shall 
)e to allow awarding authorities an opportunity to expedite the 
irequalif ication process provided in section 44DMt of said chapter 149 in order 
;o most efficiently meet the specified goals and time parameters set forth in 
he American Recovery and Investment Act. All of the requirements of the full 
irequalification process set forth in said section 44DK of said chapter 149 
hall be required under the condensed prequalification process unless 
pecifically modified in this section. 

(b) Where an awarding authority opts to use the condensed 
irequalification process, the requirements for public notice of the building 
iroject and solicitation of responses to the request for qualifications from 

7 
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interested general contractors shall Include all items set forth in paragraphs 
(1) to (8) , inclusive, of subsecticai (d) of said section 44DM of said chapter 
149 but shall also include the following statements: 

{!) a statement that the project is funded in whole or in part under the 

Skmerican Recovery and Investment Act and shall use the condensed 

prequalification process; and 

(2) a statement that the evaluation procedure and the criteria for the 
prequalification of interested general contractors shall include an evaluation 
all the criteria set forth in subsection <e) of said section 44Dii of said 
chapter 149 but. in order to avoid duplication and promote the expeditious 
corranencement of projects under the American Recovery and Investment Act and 
without sacrificing the importance of the prequalification process, for 

certain evaluation categories and subcategories specifically identified in 
said subsection (e) of said chapter 44D M of said chapter 149, the 

srequalif ication committee shall evaluate interested general contractors based 
cn a review of the information contained in the division of capital asset 
nanagement and maintenance certification files including, but not limited to, 
:he project evaluations required by subsection (7) of section 44D of said 
rhapter 149 and the update statements required by subclause (ii) of clause {4) 
>f said subsection {e> of section 44D^ of said chapter 149 to be submitted by 
interested general contractors. The prequalification committee shall exercise 
iue diligence in checking appropriate references. 

(c) The request for qualifications and evaluation criteria for the 
:ond€nsed prequalification process shall include all criteria set forth in 
said subsection (e) of said section 44DM of said chapter 149 but shall not 
.nclude the total or minimum point allocations for the evaluation categories 
ind subcategories designated therein. In addition, in the interest of 
sxpediting the prequalification of general contractors for contracts funded in 
Jhoie or in part under the American Recovery and Investment Act but not 
sacrificing the prequalification process, where certain of the evaluation 
subcategories specifically identified in this section require similar 
eporting by contractors in connection with the certification process set 
orth in said section 44D of said chapter 149 and the information contained in 
he required update statements submitted by interested general contractors, an 
warding authority issuing a request for qualifications under this condensed 
requalification process shall maintain as part of the project record the 
ritten certification by the prequalification committee that it has evaluated 
nterested general contractors based on a review of both the information 
ontained in the certification files including, but not limited to, the 
roject evaluations required by subsection (7) of said section 44D of said 
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chapter 149, and the current update statements submitted by interested general 
contractors, and that it has exercised due diligence in checking appropriate 
references . 

(d) Where an awarding authority opts to use the condensed 
prequalification process, the review of the terminations, legal proceedings, 
safety record and compliance record provided in subciauses {iv) to {vii) , 
inclusive, of clause (1) of subsection (e) of said section 44DM of said 
:hapter 149 and the review of credit references and public project record 
inder subciauses (ii) and (iii) of clause <2) of said subsection (e) of said 
section 44D^ of said chapter 149 and the review of audited financial 
statements under subclause (i) of clause (3) of said subsection [e) of said 
section 44DM of said chapter 149 shall be satisfied by a requirement that the 
srequalification committee evaluate both the information contained in the 
iivision of capital asset management and maintenance certification files 
including, but not limited to, the project evaluations required by subsection 
(7) of section 44D of said chapter 149 and the current update statements 
submitted by interested general contractors, and by a requirement that the 
jrequalification committee exercise due diligence in checking appropriate 
references. The prequalification committee shall further be required to 
certify in writing that it has met these requirements, and the certification 
shall be maintained by the awarding authority in the project record. 

(e) Notwithstanding subsection (f) of said section A4DH of said chapter 
A9. the public notice requirements for the condensed prequalification process 
shall be for the request for qualifications to be advertised in the central 
register established by section 20A of chapter 9 of the General Laws and in 
:he CCWPASS system for not less than 2 weeks. In addition, these projects 
shall be advertised on the central website to be established for all projects 
.n the commonwealth funded in whole or in part under the American Recovery and 
Investment Act and in accordance with any requirements contained in the 
mserican Recovery and Investment Act. 

(f) Where an awarding authority opts to use the condensed 
>requalification process in lieu of the evaluation requirements set forth in 
subsection (h) of said section 44DM of said chapter 149, the prequalification 
lommittee shall evaluate each statement of qualifications based on the 
;riteria provided in the request for qualifications, the information contained 
.n the division of capital asset management and maintenance certification 
:iles including, but not limited to, the project evaluations required by 
ubsection (7) of said section 44D of said chapter 149 and the current update 
tatements submitted by interested general contractors. The prequalification 
ommittee shall exercise due diligence in checking appropriate references. As 
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provided in subaection (c), the total and minimum point allocations designated 
in subsection (e) of said section 44^ o£ said chapter 149 shall not be 
included in the request for qualifications and shall not be used in the 
svaluation of interested general contractors where the condensed 
prequalification process is utilized. The evaluation of interested general 
rontractors shall be based on the evaluation criteria set forth in this 
subsection and conducted within the discretion of the prequalification 
roRsnittee; provided, however, that the prequalification committee shall 
svaluate each interested general contractor on the same fair and equitable 
oasis. A general contractor's score shall be made available to the general 
rontractor upon request. The decision of the prequalification committee shall 
ae final and shall not be subject to appeal except on grounds of 
arbitrariness, capriciousness, fraud or collusion. 

(g) Where an awarding authority - opts to use the condensed 
prequalification process, in lieu of the requirements for the re-issuance of 
:he request for qualifications set forth in subsection (i) of said section 
14DM of said chapter 149, if the awarding authority prequalifies fewer than 3 
general contractors to submit bids, the awarding authority may invite general 
>ids under sections 44B to 44E, inclusive, of said chapter 149 or, if the 
warding authority prequalifies at least 2 general contractors, then the 
warding authority may invite bids from the 2 prequalified general 
:ontractors. 

(h) Procedures shall be adopted by the commissioner of capital asset 
management and maintenance to implement this section and to ensure that the 
:ondensed prequalification process is sufficient, fair and consistent. 

SECTION 19. (a) Subsection (f> of section 44DH of chapter 149 of the 
leneral laws shall not apply to contracts which are funded in whole or in part 
)y the American Recovery and Reinvestment Act of 2009; provided, however, that 
:his section shall apply. 

(b) The public notice and solicitation required in subsection (d) of 
laid section 44D« of said chapter 149 shall be advertised in the central 
register pursuant to section 20A of chapter 9 of the General Ijaws and within 
:he COMPASS system. The public notice and solicitation shall be given within 
be COMPASS system and the central register not less than 2 weeks before the 
leadline for submitting responses to the request for qualifications. 

SECTION 20. (a) For contracts subject to the prequalification 
■equirements set forth in section 44DX of chapter 149 of the General Laws 
rhich are funded in whole or in part by the American Recovery and Reinvestment 
iCt of 2009, an awarding authority shall have the option to use the condensed 
►requalification process for subcontractors described in this section in lieu 
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the full prequalification process set forth in said section 44DK of said 
chapter 149. The purpose of the condensed prequalification process shall he 
to allow awarding authorities an opportunity to expedite the prequalification 
process provided in said section 44DX of said chapter 149 in order to most 
5fficientiy meet the specified goals and time parameters set forth in the 
federal act. Ail of the requirements of the full prequalification process set 
forth in said section 44D?i of said chapter 149 shall be required under the 
:ondensed prequalification process unless specifically modified in this 
section. 

(b) Where an awarding authority opts to use the condensed 

>requalification process, the requirements for public notice of the building 
Project and solicitation of responses to the request for qualifications from 
Interested subcontractors shall include all items set forth in paragraphs <1) 
:o (8) , inclusive, of subsection (d> of said section 44D?i of said chapter 149 
Hit shall also include the following statements: 

(1) a statement that the project is funded in whole or in part under the 

Unerican Recovery and investment Act and shall use the condensed 

>requalification process; and 

(2) a statement that the evaluation procedure and the criteria for the 
>requalification of interested subcontractors shall include an evaluation of 
til the criteria set forth in sitbsection (e) of said section 44D K of said 
rhapter 149 but, in order to avoid duplication and promote the expeditious 
ronmencement of projects under the federal act and without sacrificing the 
.mportance of the prequalif ication process, for certain evaluation categories 
tnd subcategories specifically identified in said subsection (e) of said 
section 44DX of said chapter 149, the prequalification committee shall 
vaiuate interested subcontractors based on a review of the information 
rontained both in the division of capital asset management and maintenance 
;ertif ication files including, but not limited to, the project evaluations 
equired by subsection <7) of section 44D of said chapter 149 and the update 
Statements required by paragraph (e) herein to be submitted by interested 
subcontractors. The prequalification committee shall exercise due diligence 
n checking appropriate references. 

(c) The request for qualifications and evaluation criteria for the 
ondensed prequalification process shall include all criteria set forth in 
ubsection (e) of said section 44I>?4 of said chapter 149 but shall not include 
he total or minimum point allocations for the evaluation categories and 
ubcategories designated therein. In addition, in the interest of expediting 
he prequalification of subcontractors for contracts funded in whole or in 
art under the American Recovery and Investment Act of 2009 but not 
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sacrificing the prequalif ication process, where certain of the evaluation 
subcategories specifically identified in this section require similar 
reporting by contractors in connection with the certification process set 
forth in said section 44D of said chapter 149 and the information contained in 
the required update statements subndtted by interested subcontractors, an 
awarding authority issuing an request for qualifications under this condensed 
prequalification process shall maintain as part of the project record the 
luritten certification by the prequalification committee that it has evaluated 
interested subcontractors based on a review of both the information contained 
In the certification files including, but not limited to, the project 
ivaluations required by subsection (16) of said section 44D of said chapter 
L49, and the current update statements submitted by interested subcontractors, 
md that it has exercised due diligence in checking appropriate references. 

(d) Where an awarding authority opts to use the condensed 
)requalif ication process, the review of the terminations, legal proceedings 
ind safety record provided in subclauses (iv) to <vi) , inclusive, of clause 
[1) of subsection (e) of said section 44D« of said chapter 149, and the review 
}£ credit references and public project record under subclauses (ii) and (iii) 
>£ clause (2) of said subsection (e) of said section 44DK of said chapter 14S 
md the review o£ annual revenue under subclause (i) of clause {3} of said 
subsection (e) of said section 44DK of said chapter 149 shall be satisfied by 
I requirement that the prequalification committee evaluate both the 
nformatlon contained in the division of capital asset management and 
jaintenance certification files, including but not limited to the project 
valuations required by said subsection (16) of said section 44D of said 
rhapter 149 and Che current update statements submitted by interested 
lubcontractors, and by a requirement that the prequalification committee 
ixercise due diligence in checking appropriate references. The 
•requalificacion coctwnittee shall further be required to certify in writing 
hat it has met these requirements, and the certification shall be maintained 
<y the awarding authority in the project record. 

(e) Where an awarding authority opts to use the condensed 
requalif ication process, the mandatory requirements for the solicitation and 
ubmission of a cotwnitment letter for payment and performance bonds at 100 per 
ent of the estimated contract value from a surety company licensed to do 
usiness in the commonwealth and whose name appears on United States Treasury 
apartment Circular 570 shall be as set forth in clause (4) of said subsection 
e) of said section 44DJ( of said chapter 149. In addition, it shall be 
andatory for the awarding authority to solicit in the request for 
uali f ications, and an interested subcontractor to submit with its statement 
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3f qualifications, a certificate of eligibility for the subcontractor trade 
for which it is seeking to be prequalified, issued by the division of capital 
asset management and maintenance under said section 44D of said chapter 149. 

(f) Notwithstanding subsection (f) of said section 44DJ< of said chapter 
149, the public notice requiranents for the condensed prequalification process 
shall be for the request for qualifications to be advertised on the central 
register established pursuant to section 20A of chapter 9 and in the COMPASS 
system for not less than 2 weeks. In addition, these projects shall be 
advertised in the central website to be established for all projects in the 
romraonwealth funded in whole or in part \inder the American Recovery and 
Envestment Act and in accordance with any requirements contained in the 
American Recovery and Investment Act. 

(g) Where an awarding authority opts to use the condensed 
jrequalification process in lieu of the evaluation requirements set forth in 
jubsection (h) of said section 44DK of said chapter 149, the prequalification 
committee shall evaluate each statement of qualifications based on the 
:riteria provided in the request for qualifications, the information contained 
.n the division of capital asset management and maintenance certification 
riles including, but not limited, to the project evaluations required by 
subsection (16) of said section 44D of said chapter 149 and the current update 
statement submitted by interested subcontractors. The prequalification 
rommittee shall e:<ercise due diligence in checking appropriate references. As 
>rovided in subsection (c) the total and minimum point allocations designated 
.n subsection (e) of said section 44DK shall not be included in the request 
:or qualifications and shall not be used in the evaluation of interested 
subcontractors where the condensed prequalif ication process is utilized. The 
!valuations of interested subcontractors shall be based on the evaluation 
rriteria set forth in this subsection and conducted within the discretion of 
he prequalification committee; provided, however, that the prequalification 
ommittee shall evaluate each interested subcontractor on the same fair and 
quitable basis. A subcontractor's score shall be made available to the 
ubcontractor upon request. The decision of the prequalification committee 
hall be final and shall not be subject to appeal except on grounds of 
rbitrariness, capriciousness, fraud or collusion. 

(h) Where an awarding authority c^ts to use the condensed 
requalification process in lieu of the requirements for the re-issuance of 
he request for qualifications set forth in subsection (i) of said section 
4Dii of said chapter 149, if the awarding authority prequalifies fewer chan 3 
ubcontractors to submit bids, the awarding authority may invite general bids 
nder sections 44B to 44B, inclusive, of said chapter 149 or, if the awarding 
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authority prequalifies at least 2 subcontractors, then the awarding authority 
Ttay invite bids from the 2 prequalified subcontractors. 

<i) Procedures shall be adc^jted by the c«nmissioner of capital asset 
Tianagement and maintenance to inclement this section and to ensure that the 
condensed prequalification process set forth in this section is sufficient, 
fair and consistent. 

SECTION 21. (a) Subsection (f) of section 44DX of chapter 149 of the 
Seneral Laws shall not apply to contracts which are funded in whole or in part 
Dy the American Recovery and Reinvestment Act of 2009; provided, however, that 
lis section shall apply. 

(b) The public notice and solicitation required in subsection (d) of 
said section 44D X of said chapter 149 shall be advertised in the central 
register under section 20A of chapter 9 of the General Laws and within the 
rOMPASS system. The public notice and solicitation shall be given within the 
rOMPASS system and the central register not less than 2 weeks before the 
deadline for submitting responses to the request for qualifications. 

SECTION 22. (a) Paragraph (a) of subsection 4 of section 44F of chapter 
L49 of the General Laws shall not apply to contracts which are funded in whole 
5r in part by the JUnerican Recovery and Reinvestment Act of 2009; provided, 
towever, that this section shall apply. 

(b) In inviting general bids and sub-bids, the awarding authority shall 
reserve the right to reject any bid if it is in the public interest to do so. 
:n inviting sub-bids in connection with a contract, the awarding authority 
jhall reserve the right to reject any sub-bid on any subtrade if it determines 
:hat the sub-bidder is not a person competent to perform the work as specified 
)r if less than 3 sub-bids were received, which are not restricted to the use 
jf 1 or more general bidders and the prices are not reasonable for acceptance 
/ithout further competition. 

(c) I£ no sub-bid is filed for a subtrade designated in the general bid 
:orm or if the only sub-bids which are filed are restricted to the use of 1 or 
K3re general bidders, the awarding authority may state, in an addendum issued 
?ith the list of sub-bidders required by subsection <d) , that the general 
>idder shall include in the cost of his own work an amount to cover all of the 
?ork required for any such subtrade. The general contractor shall cause the 
;ork covered by the subtrade to be done by a qualified and responsible 
!ubcontractor, subject to the written approval of the awarding authority. If 
he awarding authority determines that a subcontractor chosen by the general 
lontractor under this section is not qualified or responsible, the general 
lontractor shall obtain another subcontractor who is satisfactory to the 
warding authority with no adjustment in the general contractor's price. 
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(d) If a rejection of all sub-bids for such a subtrade occurs under this 
section, the awarding authority shall state, in an addendum issued with the 
List of sub'bidders, the amount to be included by a general bidder on the 
general bid form for such subtrade and, without in any way affecting other 
sub-bidders in other subtrades who have conformed to the prescribed bidding 
procedure, new si±'-bids for such subtrade shall be requested by written 
Invitation to 3 or more qualified sub-bidders, including any that had 
previously submitted bids, and the sub-bids shall be publicly opened and read 
y/ the awarding authority at a time and place to be specified in the 
invitation. The general contractor shall cause the work covered by the 
subtrade to be done by the lowest responsible and eligible sub-bidder against 
tfhose standing and ability the general contractor makes no objection or, if 
:here is no sub-bidder, by the subcontractor against whose standing and 
ability the general contractor and awarding authority make no objection and 
Eor a sum upon which the general contractor and the awarding authority may 
agree. The contract price shall be adjusted by the difference between the 
subcontract sum and the amount stated in the addendum. The general bidder 
shall include in the cost of his own work on the general bid form all expenses 
and profits on account of such adjustments. 

(e) If after new sub-bids for a subtrade are requested by written 
Invitation under subsection (d) the awarding authority still does not receive 
my sub-bids that are unrestricted to the use of 1 or more general bidders and 
ire reasonable for acceptance based upon the estimated cost for the work of 
:hat subtrade, the awarding authority may assign the work to the general 
:ontractor if the awarding authority first confirms that its estimate for the 
:ost of the work of that subtrade is accurate. The general contractor shall 
:ause the work covered by the subtrade to be done by the subcontractor against 
•/hose standing and ability the general contractor and awarding authority make 
io objection, and for a sum upon which the general contractor and the awarding 
mthority shall agree. The contract price shall be adjusted by the difference 
)etween the sub-contract sum and the amount stated in the addendum. The 
reneral bidder shall include in the cost of his own work on the general bid 
:orm all expenses and profits on account of such adjustments. 

SECTION 23. (a) Subsection {!) of section 44J of chapter 149 of the 
feneral Laws shall not apply to contracts which are funded in whole or in part 
>Y the ^mjerican Recovery and Reinvestment Act of 2009; provided, however, that 
:his section shall apply. 

(b) No public agency or authority of the commonwealth or any political 
jubdivision thereof shall award any contract for which competitive bids are 
■equired under section 44A of said chapter 149 or section 39M of chapter 30 of 
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the General Laws or for which con^etitive proposals are required under 
sxibsection (4) of section 44E of said chapter 149 or section IIC of chapter 
ISh of the General Laws unless a notice inviting bids or proposals therefor 
shall have been posted not less than 1 week before the time specified in the 
notice for the receipt of the bids or proposals in a conspicuous place in or 
near the offices of the awarding authority and shall have remained posted 
until the time so specified, and unless the notice shall also have been 
advertised either within the COMPASS system and in the central register 
published by the state secretary under section 20A of chapter 9 of the General 
Laws not leas than 2 weeks before the time specified for the receipt of the 
bids or proposals, or if the notice is not advertised within the COMPASS 
system, the notice shall be advertised in the central register at least 2 
weeks before the time specified. The notice shall also be published at such 
other times and in such other newspapers or trade periodicals as the 
commissioner of capital asset management and maintenance may require, having 
regard to the locality of the work involved. 

SECTION 24. (a) Subsection (e> of section S of chapter 149A of the 

General Laws shall not apply to contracts which are funded in whole or in part 
by the American Recovery and Reinvestment Act of 2009; provided, however, that 
this section shall apply. 

(b) The public notice and solicitation required in subsection (c) of 
said section 5 of said chapter 149A shall be advertised in the central 
register under section 20A of chapter 9 of the General Laws and within the 
COMPASS system not less than 2 weeks before the deadline for submitting 
responses to the request for qualifications. 

SECTION 25. (a) Notwithstanding section 5 of chapter 149A of the General 

Laws, for contracts which are funded in whole or in part by the American 
Recovery aruJ Reinvestment Act of 2009, the procedure in this section shall 
apply. 

(b) (1) The division of capital asset management and maintenance shall 

annually undertake a prequalification process set forth in this section to 
provide a standing list of prequalified construction management at-risk firms 
to be used by the division in requesting proposals pursuant to subsection (c) 
for construction management at risk services for specific projects to be 
determined at a later date. Public awarding authorities other than the 
division shall have Che option to use the standing list and related procedures 
upon application to, and approval by, the inspector general. A contract 
between a construction management at-risk firm and the division or other 
public awarding authority shall be secured by a performance and payment bond 
in the full sum of the guaranteed maximum price by a surety company licensed 
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to do business in the commonwealth and whose name appears on the United States 
Treasury Department Circular 570. 

(2) Firms included on the division's standing list of prequalified 
construction management at-risk firms shall be prequalified for a period of 1 
/ear from the date of issuance of the standing list by the division. Upon 
issuance of the standing list, the division shall publish the standing list of 
prequaiified construction manager at-risk firms In the central register, the 
COMPASS system and the division's website. The division shall re-advertise 
and solicit applications quarterly through the request for qualifications 
process provided for in this section to keep the statewide standing list 
current . 

(3) Before issuing a request for qualifications, in this section 
hereinafter referred to as the RPQ, the division shall establish a 
cregualification committee for the purpose of reviewing and evaluating 
responses submitted to the RPQ issued pursuant to paragraph (4). The 
prequalification coimnittee shall be comprised of at least 1 registered 
architect or 1 registered professional engineer on the division's staff who 
has at least 5 years experience in the construction and supervision of 
construction of buildings or, if not registered as an architect or 
professional engineer, who has at least 7 years experience in the construction 
and supervision of construction of buildings and at least 2 other 
representatives from the division as designated by the commissioner. 

|4) The selection process for the annual prequalification of the 
division's standing list of construction manager at-risk firms shall begin 
once the division gives public notice of the solicitation and requests 
responses to an RFQ from construction management at-risk firms. The public 
notice and RFQ shall include: (i) a statement indicating that the RPQ is not 
for a specific project, but will be used to prequalify construction management 
at-risk firms for inclusion on the division's annual standing list and that 
only those constzniction manager at-risk firms included on the standing list 
shall be invited to submit proposals in response to requests for proposals 
issued pursuant to subsection (c); (ii) the time and date for receipt of 
responses to the RFQ, the address of the office to which the responses are to 
be delivered and the timeframe in which the public agency shall respond to the 
responses; Uii) a description of the experience that will be required for 
construction manager at-risk firms to be included on the division's standing 
list, which shall include a minimum of 3 public or private construction 
manager at-risk projects during the past 10 years; (iv) the evaluation 
procedure and criteria under paragraph (7), including any rating system; (v> a 
general description of the scope of services that would be expected of a 
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prequaXified construction manager firm during the predesign, preconstruction 
and construction phases of a construction manager at-risk project; {vi) the 
anticipated schedule for the selection process of construction manager at-risk 
firms to be included on the division's standing list; and (vii) a prohibition 
against any unauthorited cotirounication or contact with the public agency 
outside of official preproposal meetings. 

(5) The division shall require interested construction management at- 
trisk firms to submit a statement of qualifications in response to the RFQ 
issued pursuant to paragraph (4) . The statement of qualifications shall 
include, at a minimum, the following: (i) a cover letter or executive summary 
detailing the key elements and factors that differentiate the firm from other 
responders; (ii) completion of a qualifications application similar in form to 
the American Institute of Architects Document A30S, 1986 edition, listing 

jeneral business information and financial capacity; {iii) a list of lawsuits 
and arbitrations to which the firm is a party in regard to construction 
:ontracts within Che last 3 years, including a list of all convictions or 
fines for violations of state or federal law; (iv) submission of an 
organization chart with specific information on key project personnel or 
ronsultants; {v} submission of an audited financial statement for the most 
recent fiscal year and a letter from the surety company of the firm confirming 
:he ability to provide performance and payment bonds for the building project 
ander consideration, but the financial information submitted shall remain 
confidential and shall be exempt from chapter €6 of the General Laws; (vi) 
Bubmission of information on the firm's safety record, including its workers' 
compensation experience modifier for the prior 3 years; (vii) submission of 
information on and evidence of the firm's cott^liance record with respect to 
ninority business enterprise and women business enterprise inclusion goals and 
workforce inclusion goals, if applicable; (viii) submission of information 
regarding the firm's experience on construction manager at-risk projects, 
including references from the owners and architects of the building projects; 
(ix) suixnission of information on any projects where the firm was terminated, 
failed to complete the work or paid liquidated damages; (x) a certificate of 
eligibility issued by the division pursuant to section 44D of chapter 149 of 
I the General Laws showing the construction manager at-risk firm's capacity 
rating and an update statement; and (xi) any other relevant information that 
che division determines desirable. The statement of qualifications shall be 
signed under pains and penalties of perjury. 

(6) The public notice and solicitation required in paragraph (4) shall 
3e advertised in the central register pursuant to section 20A of chapter 9 of 
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Ae General Laws, and within the CCWPASS system not less than 2 weeks before 
:he deadline for submitting responses to the RPQ. 

(7) upon receipt of the statement of qualifications submitted by 
:onstruction management at-risk firms, the prequalification committee 
jstabiished pursuant to paragraph (3) shall evaluate each statement of 
jualif ications using the criteria provided in the RPQ. Only construction 
nanagement at risk firms achieving an acceptable rating as provided in clause 
(iv) of paragraph (4) will be selected for inclusion on the standing list. 

(c) (1) Before issuing an RFP, the division or other public awarding 
iuthority authorized under subsection (b) shall establish a selection 
committee for the purpose of reviewing and evaluating responses submitted to 
:he RFP issued pursuant to paragraph (2) of this subsection. The selection 
rorwnittee shall be comprised of 1 representative of the designer, the ovner's 
project manager and at least 2 representatives of the division or other pxiblic 
warding authority authorized under said subsection (b) . 

(2) The division or any other public awarding authority authorized in 
subsection <b), shall issue an RPF to all construction management at-risk 
firms that have been prequalified by the division in accordance with said 
ixibsection (b) and who have a division certificate of eligibility indicating 
sufficient single project and aggregate limits for the project. RPPs issued 
mder this section shall follow the procedure set forth in subsections (b) to 
(e), inclusive, of section 6 of chapter 143A of the General Laws. 

SECTION 26. Notwithstanding section 7 of chapter 143A of the General 
.aws, under special circumstemces, when unique project requirements and 
:ircumstances warrant, public agencies may include an additional incentive 
:lause with the contract providing for payment of an increased incentive of up 
:o an additional H of l per cent; provided, however, that even under special 
:ircumstances, the total incentive payments to the construction management at- 
risk firm shall not exceed l and M per cent of the estimated construction 
:ost; provided, further, that the only contracts eligible for such additional 
.ncentive payments shall be contracts that are funded in whole or in part 
:hrough the American Recovery and Reinvestment Act of 2009. 

SECTION 27. (a) Subsection (d) of section a of chapter 14 9A of the 
Jeneral Laws shall not apply to contracts which are funded in whole or in part 
>y the American Recovery and Reinvestment Act of 2009; provided, however, that 
;his section shall apply. 

(b) The public notice and solicitation required in subsection <c) of 
said section 8 of said chapter 149A shall be advertised in the central 
register under section 20A of chapter 9 of the General Laws and within the 
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COMPASS system not less than 2 weeks before the deadline for submitting 
responses to the request for qualifications. 

SECTION 28. (a) Subsection (b) of section 17 of chapter 14 9A of the 

Seneral l^aws shall not apply to contracts vrtiich are funded in whole or in part 
3y the American Recovery and Reinvestment Act of 2009; provided, however, that 
;his section shall apply. 

ih) The public notice and solicitation required in subsection (a) of 
said section 17 of said chapter 149 shall be advertised either within the 
::OMPASS system and in the central register established pursuant to section 20A 
chapter 9 of the General Laws not less than 2 weeks before the deadline for 
submitting the letters of interest or, if the public notice and solicitation 
ire not given within the COMPASS system, the public notice and solicitation 
shall be advertised in the central register not less than 2 weeks before the 
leadline for submitting the letters of interest. 

SECTION 29. Notwithstanding section 53A of chapter ISIA of the General 
:«aws, moneys credited with respect to the special transfer made pursuant to 
section 903(g) of the Social Security Act shall be used solely for the 
purposes specified in said section 903(g) and shall not be subject to 
appropriation. 

SECTION 30. Notwithstanding any general or special law to the contrary, 
for the purpose of accommodating timing discrepancies between Che receipt of 
revenues and related expenditures, a department may receive funds from the 
federal government related to the American Recovery and Reinvestment Act of 
J009. The comptroller may authorize encumbrances and e^enditures by a 
iepartment in anticipation of the department's receipt of those funds; 
provided, however, that the department head shall certify that accounts will 
lot be in deficit at the end of a fiscal year. The comptroller may establish 
iccounts based on the provisions of section 6B of chapter 29 of Che General 
.•aws. 

SECTION 31- Notwithstanding any general or special law to the contrary, 
should a matching funds requirement exist with respect to the receipt of any 
funds from the federal goverrsnent related to the American Recovery and 
Reinvestment Act of 2009, the department that is applying for such funds shall 
lotify the secretary of administration and finance of the matching fund 
requirement. The secretary shall direct the state conptroller to establish 
latching accounts and to allow expenditure of funds in the accounts without 
further appropriation. The secretary shall also notify the joint committee on 
reterans and federal affairs and Che bouse and senate committees on ways and 
leans of such action. The accounts sheJ.1 be established in the General 
•ederal Grants Fund established in section 2C of chapter 29 of the General 
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Laws, the Federal Highway Construction Program Fund established in section 2E 
Df said chapter 29 or any other fund as the state comptroller deems necessary 
CO fulfill the terms and conditions of the American Recovery and Reinvestment 
^ct of 2009. 

SECTION 32. Notwithstanding any general or special law to the contrary, 
-he secretary of administration and finance nay authorize accounts to receive 
federal funds from the American Recovery and Reinvestment Act of 2009. To the 
extent allowed by federal law, the secretary may transfer such funds to other 
central service agencies charged with implementation of the American Recovery 
ind Reinvestment Act of 2009 and incur expenditures for charges related to the 
idministrative costs of the American Recovery and Reinvestment Act of 2009 and 
:o ensure that the commonwealth meets the efficient administraticai and 
statewide accountability re<iuirements in the American Recovery and 
Reinvestment Act of 2009. Notwithstanding any general or special law to the 
contrary, for the purpose of accotwnodating timing discrepancies between the 
receipt of revenues and related expenditures, the secretary may incur expenses 
ind the state comptroller shall certify for payments amounts not to exceed the 
Lesser of H of the authorization or the most recent revenue estimate therefor 
)r as otherwise authorized by the secretary. The accounts may receive federal 
funds recovered from the Pjnerican Recovery and Reinvestment Act of 2009 in 
iccordance with section 6B of chapter 29 of the General Laws or any other 
general or special law. The recoveries shall be based on rates approved in 
iccordance with the federal Office of Management and Budget circular A-87 or 
»ny other guidance issued by the office of management and budget applicable to 
iederal funds provided under the American Recovery and Reinvestment Act of 
:009. 

SECTION 33. (a) Notwithstanding any general or special law to the 
:ontrary, the following requirements shall apply to any public works project 
:unded by the American Recovery and Reinvestment Act of 2009 where the amoxmt 
)f construction costs under any contract awarded is likely to exceed 
:i, 000,000. For the purposes of this section, "public works" shall mean 
milding or work the construction of which is carried on by authority of the 
:ommonwealth, or by a county, town, authority or district, or with funds of a 
federal agency or the coimnonwealth or a county, city, town, authority or 
listrict to serve the interest of the general public, regardless of whether 
•itle thereof is in the commonwealth or in a county, city, town, authority or 
listrict; provided, however, that for the purposes of this definition, 
construction" shall have the meaning provided in section 27D of chapter 149 
•f the General Laws. 
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(b) For any public works project subject to subsection (a) , the 
specifications set forth in any request for responses shall include a 
requirement that, on a per project basis, not less than 20 per cent of the 
total hours of employees receiving an hourly wage who are directly employed on 
:he site of the project, employed by the contractor or a subcontractor and 
subject to the prevailing wage, shall be performed by apprentices in bona fide 
tpprentice training programs as provided in sections IIH and ill of chapter 23 
5f the General Laws which are approved by the division of apprentice training 
In the executive office of labor and vwrkforce development. 

(c) During the performance of a public works project subject to 
jubsections {a) and (b) , the contractor shall submit periodic reports to the 
iwarding authority with records indicating the total hours worked by all 
journeymen and apprentices in positions subject to the apprentice requirement. 
Cn any instance in which the apprentice hours do not constitute 5 per cent of 
;he total hours of employees subject to the apprentice requirement, the 
:oncractor shall submit a plan to the awarding authority describing how the 
:ontractor shall comply with the apprentice requirement. 

(d) The attorney general shall have all the necessary powers to require 

rompliance with the requirements of subsections (a) , (b) and (c) therewith, 

.ncluding the power to institute and prosecute proceedings in the superior 
;ourt to restrain the award of contracts and the performance of contracts. 
>rior to award of the contract, an awarding authority may petition the 
ittorney general for approval to adjust the requirements set forth in said 
subsections (a) , (b) and {c> . The attoimey general may adjust these 

requirements only if he determines that compliance with these requirements is 
lot feasible or if application of the requirements would be preempted by 
federal law. 

(e) An awarding authority serving a low-income population may require 
idditional specifications that address the needs of its clients including, but 
lot limited to, preferential hiring for residents of public housing 
tuthorities for available apprenticeship positions. 

(f) Subject to appropriation, the division of apprentice training shall 
enhance its outreach efforts to underserved populations in order to increase 
ind diversify the number of apprentices in the cotwnonwealth. 

SECTION 34. Notwithstanding any general or special law to the contrary, 
itt^ioyees who are hired to perform work related to the American Recovery and 
einvestment Act of 2009 funded by the federal government shall be scheduled 
n accounts set up solely for the purpose of the American Recovery and 
einvestment Act of 2009. No expenditures of an employee scheduled in an item 
f appropriation established by the American Recovery and Reinvestment Act of 
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2009 shall be charged to any other item of appropriation and no expenditures 
of employees in any other it«t of appropriation shall be charged to an account 
under the iUnerican Recovery and Reinvestment Act of 2009 and the state 
comptroller shall not permit the transfers or charges unless otherwise 
approved by the secretary of administration and finance. Positions funded by 
the American Recovery and Reinvestment Act of 2009 shall be eliminated once 
the funding ends. 

SECTION 35. Notwithstanding any general or special law to the contrary, 
an en^loyee hired by the commonwealth and paid from federal funds provided 
pursuant to the American Reco'^^ry and Reinvestment Act of 2009 shall not be 
subject to chapters 30 and 31 of the General l*aws. 

SECTION 36. (a) As used in this section, the following terms shall, 

unless the context indicates otherwise, have the following meaning: 

"Disadvantaged business enterprise", shall have the same meaning as the 
term is defined in 49 CFR 26.5. 

"Minority business enterprise", shall have the same meaning as the term 
is defined in section 40 of chapter 23A of the General Laws. 

"Secretary", the secretary of administration and finance. 

"Women business enterprise", shall have the same meaning as the term is 
defined in said section 40 of said chapter 23A. 

(b) Notwithstanding any general or special law to the contrary, the 
secretary may implement a technical assistance and capacity building pilot 
program applicable solely to projects funded in whole or in part by the 
American Recovery and Reinvestment Act of 2009. The purpose of the technical 
assistance and capacity building program shall be to promote, encourage and 
otherwise facilitate full participation of minority and women business 
enterprises and disadvantaged business enterprises and other small businesses 
in public construction and public works projects undertaken as part of the 
federal economic recovery effort and funded in whole or In part by the 
JUnerican Recovery and Reinvestment Act of 2009. 

(c) The secretary shall promulgate rules, regulations or guidelines 
relative to the implementation and administration of the technical assistance 
and capacity building pilot program established in subsection {b) . 

(d) No later Chan 6 months after the conclusion of the provision of 
technical assistance and capacity building services provided pursuant to 
sxibsection (b) , the secretary shall provide a written report to the governor 
and to tlie joint committee on connntmity development and small business on the 
provision of the services and performance outcomes relative thereto. The 
report shall include reconmiendations as to how the commonwealth may best 
facilitate the continued inclusion of minority and women business enterprises, 
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disadvantaged business enterprises and small businesses in future public 
construction and public works projects. 

SECTION 37. Notwithstanding any general or special law to the contrary, 
the assistant secretary for access and opportunity shall undertake a 
comprehensive study regarding the challenges and barriers faced by owners of 
small businesses, including owners of minority and women business enterprises, 
in accessing and obtaining working capital and debt financing. The 
comprehensive study shall include, but not limited to, investigating the 
viability of implementing a short-term loan program similar to that 
administered by the united States Department of Transportation's Office of 
Small and Disadvantaged Business Utilization. In undertaking the comprehensive 
study, the assistant secretary for access and opportunity shall consult the 
director of small business and entrepreneurship, the director of minority and 
women business assistance and any ocher state agency or program whose mission 
is to assist small businesses and minority or women business enterprises. The 
assistant secretary for access and opportunity shall report the results of his 
investigation and study and his recommendations, if any, together with drafts 
of legislation necessary to carry his recommendations into effect to the 
governor and to the secretary of administration and finance and by filing the 
same with the clerks of the house of representatives and the senate, who shall 
forward the same to the house and senate committees on ways and means and Che 
joint canmittee on community development and small business on or before 
October i, 200$. 

SECTION 38. (a) Notwithstanding any general or special law to the 
contrary and solely for the purposes of inqplementing public building and 
public works projects funded in whole or in part by the American Recovery and 
Reinvestment Act of 2009 while facilitating the involvement of small 
contractors, including minority and women contractors, Che Massachusetts 
Community Development Finance Corporation may establish a contractor surety 
bond guarantee progr«wi pursuant to this section. 

(b) As used in this section the following words shall have Che following 
meanings unless the context clearly requires otherwise: - 

"Bid bond", a bond conditioned upon the bidder on a contract entering 
into the contract, if he receives the award thereof, and furnishing the 
prescribed payment bond and perfoarmance bond. 

"Corporation" , the Massachusetts Community Development Finance 
Corporation. 

"Eligible contractor", a small contractor, a minority contractor or a 
woman contractor. 


24 



398 


S 2061 

"Minority contractor" , a person who performs as a prime contractor or 
general contractor or as a subcontractor cm a contract funded in whole or in 
part by the American Recovery and Reinvestment Act of 2009 and is a minority 
business enterprise as such term is defined in section 40 of chapter 23A of 
the General Laws. 

"Obligee", (i) in the case of a bid bond, the public agency requesting 
bids for the performance of a contract; or (ii) in the case of a payment bond 
or performance bond, the public agency that has contracted with a principal 
for the ccmpletion of the contract and to whom the obligation of the surety 
runs in the event of a breach by the principal of the conditions of a payment 
bond or performance bond. 

"Payment bond", a bond conditioned upon the payment by the principal of 
money to persons under contract with him. 

"Performance bond" , a bond conditioned upon the completion by the 
principal of a contract in accordance with its terms. 

"Person", a natural person, business, partnership, corporation or other 
legal form. 

"Prime contractor" or "general contractor" , the person with whom the 
obligee has contracted to perform a contract funded in whole or in part by the 
American Recovery and Reinvestment Act of 2009. 

"Principal", (1) in the case of a bid bond, a person bidding for the 
award of a contract; or (ii) the person primarily liable to complete a 
contract for the obligee or to make payments to other persons in respect of 
such contract and for whose performance of his obligation the surety is bound 
under the terms of a payment or performance bond; provided, however, that a 
principal may be a prime contractor, general contractor or a subcontractor. 

"Small contractor", a person who performs as a prime contractor, general 
contractor or subcontractor on a contract funded in whole or in part by the 
American Recovery and Reinvestment Act o£ 2009 and whose average annual gross 
revenue is $5,000,000 or less per year for the most recent 2 fiscal years. 

"Subcontractor", a person who has contracted with a prime contractor, 
general contractor or another subcontractor to perform a contract funded in 
whole or in part by the toierican Recovery and Reinvestment Act of 2009. 

"Surety" , a surety company licensed to do business in the commonwealth 
and whose name appears on Dniced States Treasury Department circular 570 and 
who! (i) under the terras of a bid bond, undertakes to pay a sum of money to 
the obligee in the event the principal breaches the conditions of the bond; 
(ii) under the terms of a performance bond, undertakes to incur the cost of 
fulfilling the terms of a contract in the event the principal breaches the 
conditions of the contract; (iii) under the terms of a payment bond. 
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undertakes to make payment to all persons supplying labor and material in the 
prosecution of the work provided for in the contract if the principal fails to 
make prompt payment; or (iv) is an agent, independent agent, underwriter or 
any other company or individual empowered to act on behalf of such company. 

"Woman contractor", a person who performs as a prime contractor, general 
contractor or as a subcontractor on a contract funded in whole or in part by 
Che American Recovery and Reinvestment Act of 2009 and is a woman business 
enterprise as that term is defined in section 40 of chapter 23A of the General 
Laws. 

{c) The corporation may establish a contractor surety bond guarantee 
program and may, upon such terms and conditions as it may prescribe, guarantee 
and enter into conmiitments to guarantee a surety against loss resulting from a 
breach of the terms of a bid bond, pa^inent bond, performance bond or bonds 
ancillary thereto, by a principal on any total work order or contract amount 
at the time of bond execution that does not exceed $250,000. No such 
guarantee shall be Issued, unless: 

(i) the person who would be principal under the bond is an eligible 
contractor; 

(ii) the bond is required in order for such person to bid on a contract 
or to serve as a prime contractor, general contractor or subcontractor on a 
contract; 

(ill) such person is not able to obtain such bond on reasonable terms and 
conditions without a guarantee under this section; and 

(iv) there is a reasonable expectation that such principal will perform 
the covenants and conditions of the contract with respect to which such bond 
is required and the terms and conditions of such bond are reasonable in the 
light of the risks involved and the extent of the surety’s participation. 

The corporation shall administer the contractor surety bond guarantee 
program on a parudent and economlcaXly-justifiable basis and establish such 
fees for eligible contractors and premiums for sureties as it deems 
treasonable and necessary, to be payable at such time and under such conditions 
as may be determined by the corporation. 

The corporation, as guarantor, may exercise all of the rights and powers 
of a company authorized by the division of insurance to guarantee bonds 
pursuant to chapter 175 of the General Laws, but shall not otherwise be 
subject to any laws related to a guaranty company under said chapter 175 nor 
to any rules of the division of insurance. 

(d) For purposes of this section, the corporation shall establish and 
naintain accounts, identified individually or collectively as the Contractor 
Surety Bond Guarantee Fund which shall be kept separate from other corporate 
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funds. The fund shall consist of all monies deposited, credited or otherwise 
obtained pursuant to an appropriation or other allocation or assignment or 
grant of funds from the ccmtmonwealth; any grants, gifts and contributions 
received pursuant to section 3 of chapter 40F of the General Laws,- all monies 
recovered following defaults? and any interest earned on monies within the 
accounts. 

(e) The corporation may guarantee up to 90 per cent of the loss incurred 
and paid by a surety on bonds guaranteed under this section. Additionally, 
and subject to the provisions of this section, in connection with the issuance 
by the corporation of a guarantee to a surety as provided in subsection {c> , 
the corporation may agree to indemnify the surety against a loss sustained by 
such surety in avoiding or attempting to avoid a breach of the terms of a bond 
guaranteed by the corporation pursuant to said subsection (c) ; provided, 
however, that prior to making a payment under this subsection, the corporation 
shall first determine that a breach of the terms of the bond was iiraninent and 
the surety shall obtain written approval from the corporation prior to making 
any payments pursuant to this subsection. 

(f) Pursuant to any such guarantee, the corporation shall reimburse the 
surety, as provided in subsection (e) , except that the corporation shall be 
relieved of all liability if.- 

(i) the surety obtained such guarantee or agreement or applied for such 
reimbursement by fraud or material misrepresentation; 

(ii) the total contract amount at the time of execution of the bond 
exceeds $250,000; or 

(iii) the surety has breached a material term or condition of such 
guarantee in the agreement . 

SECTION 39. Any entity located in the conanonwealth that receives federal 
funds through the American Recovery and Reinvestment Act of 2009 shall provide 
information as directed by the Secretary of administration and finance 
regarding the use of the funds. The required information shall include, but 
not be limited to, the reporting information required by the federal 
government and any other information deemed necessary by the secretary to 
administer the American Recovery and Reinvestment Act of 2009 responsibly, 

1 sfftciently and transparently. To the extent possible, the secretary shall 
work to streamline the reporting of this information, minimize duplication of 
j iata entry by recipients and ensure data consistency. The secretary may issue 
regulations to effectuate this reporting requirement. 

SECTION 40. Employers and hiring agents on all projects fimded in whole 
>r in part by the Anerican Recovery and Reinvestment Act of 2009 shall post 
notices of available employment opportunities to the commonwealth's job bank 

I 27 



401 


S 2061 

or the one-stop career centers closest to where the projects shall be located. 
The postings shall contain such information as directed by the secretary of 
labor and workforce development. The secretary may issue regulations to 
effectuate this job posting retirement. 

SECTION 41. Notwithstanding any general or special law to the contrary, 
a carrier offering continuation coverage under a health benefit plan issued 
pursuant to chapter 176J of the General Laws to a quAli£isd beneficiary 
eligible for the COBRA premium assistance benefit set forth in section 3001 of 
Che American Recovery and Reinvestment Act of 2009 shall offer the extended 
election period available therein to each qualified beneficiary who does not 
have an election of continuation coverage under a health benefit plan issued 
under said chapter 176J on the effective date of this act, but who would be 
an assistance-eligible individual under the American Recovery and Reinvestment 
Act of 2009 if such election were in effect. Any such qualified beneficiary 
may elect such continuation coverage under said chapter 176J during the period 
beginning on the effective date of this act and ending 60 days after the date 
on which the notification required under this section is provided to such 
cjualified beneficiary. coverage elected in this extended election period 
shall commence with the first period of coverage beginning on or after the 
effective date of this act. For the purposes of this section, carriers or 
their designees shall comply with paragraph (5) of subsection (j) of section 9 
of said chapter 176J and any applicable notice requirements under American 
Recovery and Retirement act of 2009, except chat such notice shall be made 
within 60 days after the effective date of this act. 

SECTION 42. The secretary of aiininistration and finance, in consultation 
with the state comptroller, shall submit comprehensive bi-monthly reports for 
3 years after the effective date of this act to the clerks of Che senate and 
nouse of representatives who shall forward the same to the joint committee on 
federal stimulus oversight and the house and senate committees on ways and 
means on the programs, aid, grants and projects funded in whole or in part by 
'he American Recovery and Reinvestment Act of 2009, in this section referred 
-o as AERA. The reports shall be posted on the commonwealth’s official 
website. The reports shall include, but not be limited to: 

(1) an accounting of all known or anticipated federal funding from ARRA 
:hat will be available for use by any public entity in fiscal years 2009, 2010 
ind 2011; provided, however, that the report shall delineate federal funding 
:hat may be used to supplant or sv^plement general state appropriations in 
sack fiscal year, with a further delineation between funding received as 
federal grants under section 6B of chapter 29 of the General Laws, funding 
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received for public entities other than the ccxranonwealth and funding received 
;hat is subject to further appropriationf 

(2) an accounting of any funds collected or anticipated to be collected 
^n fiscal years 2009, 2010 and 2011 pursuant to an increase in the federal 
ledicaid assistance percentage rate pursuant to ARRA and the assun 5 )tions used 
.n suiy future projections; 

(3) a listing of grants of waiver issued under ARRA; 

(4> a listing of all competitive federal grants available under ARRA for 
diich a state agency has filed an application; provided, however, that the 
report shall state the number of applications that have been accepted, the 
lumber that are still pending and the number that have been rejected and shall 
rontpare the number of accepted applications with not less than at least 10 
)ther states; and 

(5) an accounting of the progress of all expenditures related to capital 
>rojeccs funded in whole or in part by ARRA; provided, however, that the 
report shall include, but not be limited to, the total amount allocated for 
;ach project, the total estimated cost of each project, the amount expended 
:or the planning and design of each project up to the time the report is 
iiled, the amount expended on construction of each project up to the time the 
report is filed, the total amount currently expended on each project, the 
istimated lifetime maintenance schedule and cost of each project, the original 
sstimated con^letion date of each project, the current anticipated completion 
late of each project and, if the project has been de-authorised, the reason 
!or and date of such de-authorization. 

SECTION 43. The secretary of administration and finance or the 
ippllcable state agency applying for funds through the American Recovery and 
Reinvestment Act of 2009 shall file with the house and senate committees on 
;ays and means and the joint committee on federal stimulus oversight copies of 
ill state applications requesting fxmding concurrently with submission of the 
ipplication to the federal government. The secretary or the applicable state 
igency shall also inform the house and senate conmittees on ways and means and 
;he joint committee on federal stimulus oversight in writing of the amount of 
iunds to be allocated and the location of where funds shall be deposited as 
icon as notification from the federal government on each award is received. 

SECTION 44. Notwithstanding any general or special law to the contrary, 
:or projects which are funded in whole or in part by the American Recovery and 
Reinvestment Act of 2009, the awarding authority shall deem "Eligible" to be 
Refined as follows: 

"Eligible", a bidder or offeror who is able to meet all requirements for 
lidders or offerors set forth in sections 44A to 44H, inclusive of chapter 149 
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>f the General Laws and who shall certify that he is able to furnish labor 
;hafc can work in harmony with all other elements of labor employed or to be 
smployed on the work.,* provided, however, that eligible shall not include a 
Jidders or offeror that, at the time of procurement, is: U) debarred from 
bidding under section 44C of said chapter 149 or any other applicable law; 
[2} debarred by any other state or by any agency of the United States, as 
letermined by the Commonwealth after diligent efforts; or (3) otherwise 
ixcluded from public contracting or subcontracting for the reasons set forth 
•n subsection (c) of section 29F of chapter 29 of the General Laws; and 
)rovided, further, that notwithstanding any general or special law to the 
;ontrary, the Attorney General may waive or adjust the preceding requirements 
Lf he determines in writing that special circvimstances exist which justify 
mch waiver or adjustment. 

SECTION 45. (a) The provisions and definitions of terms in the Federal- 

■tate Extended Unemployment Compensation Act of 1970 shall apply to this 
section; provided, however, that to the extend such definitions are in 
ronflict with or supplement the provisions and definitions of terms in the 
unerican Recovery and Reinvestment Act of 2009, the provisions and definitions 
)f the American Recovery and Reinvestment Act of 2009 shall apply to this 
section. 

(b) With respect to weeks of unemployment beginning on or after February 
\ 2 , 2009, and continuing until the week ending prior to the last week for 
fhich 100 per cent federal sharing is authorized by subsection (a) of Section 
:005 the American Recovery and Reinvestment Act of 2009 for all claims except 
for entities described in Section 330€(c)(7} of the Internal Revenue Code, the 
following shall apply: 

(1) In addition to the "state 'on' indicator" set forth in paragraph (d) 
3f subsection {l) of section 30A of chapter 151A of the General Laws, there 
shall be a "state 'on' indicator" for the commonwealth for a week if the 
iirector determines, in accordance with the regulations of the United States 
Secretary of Labor, that: 

(A) the rate of insured unemployment for the period consisting of such 

•/eek and the immediately preceding 12 weeks equaled or exceeded 6 per cent, 

regardless of the rate of insured unen^Jloyment in the 2 previous years; or 

(B) (i) the average rate of total unemployment, seasonally adjusted, for 

:he period consisting of the most recent 3 months for which data for all 

jtates are published before the close of such week equals or exceeds 6.5 per 
:ent ; and 

(ii) the average rate of total un€n®>loyment (seasonally adjusted) for 
:he three-month period referred to in clause (i) equals or exceeds 110 per 
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:ent of such average rate for either or both of the corresponding 3 -month 
periods ending in the 2 preceding calendar years. 

( 2 ) There shall be a state ’"off* indicator for the commonwealth for any 
tfeek if none of the requirements specified in paragraph ( 1 ) of this section 
md in paragraph (d) of subsection (1) of said section 30A of said chapter 
L51A are satisfied. 

(3) {A) For purposes of this subparagraph, the term "high unemployment 
period" shall mean any period during which an extended benefit period would be 
Ln effect if clause {i) of subparagraph (B) of paragraph (l) were applied by 
substituting 8 per cent for 6.5 per cent. 

(B) Effective with respect to weeks beginning in a high unemployment 
period, subsection (5) of said section 30A of said chapter 151A shall be 
ipplied by substituting: (i) 80 per cent for fifty per cent in paragraph (a); 
{iil 20 times for thirteen times in paragraph (b) ; and (3) 46 times for 
chirty-nine times in paragraph (c) • 

(c) The indicators specified in subsection (b) shall be operative only 
if mandated or permitted by federal law. 

{d) Notwithstanding any other provision of this section, the governor 
nay, if permitted by federal law, suspend the payment of extended unemployment 
benefits under this section, to the extent necessary to ensure that otherwise 
eligible individuals are not denied, in whole or in part , the receipt of 
emergency unemployment compensation benefits authorized by the federal 
Supplemental Appropriations Act of 2008, the Unemployment Compensation 
Extension Act of 2008 and the American Recovery and Reinvestment Act of 2008 
and that the state receives maximum reimbursement from the federal government 
for the payment of those emergency benefits. 

(e) This section shall not be inplemented unless the director of 
' workforce development determines that these provisions have been approved by 
the United States Department of Labor. The director shall immediately provide 
3 copy of this section to the United States Department of Labor for review. 

SECTION 46. Sections 4 to 11, inclusive, sections 14 to 28, inclusive 
and section 33 shall apply only to contracts advertised after the effective 
aate of this act. 

House of Representatives, June 30, 2009. 

Preamble adopted, 

In Senate, June 30, 2009. 
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Jaiuuiry 15, 2009 - For immediate release: 


Attorney General Martha Coakley Announces Record $46.7 Miilion 
in Recoveries for the Massachusetts Medicaid Program in 2008 

BOS’rON • Today, Attomey Geneml Martha Coakley’s Office announced that recoveries by the office’s 
Medicaid Fraiid Division totaled more than .W6.7 million during 200<S, breaking the previous recovery 
record, .set in 2007, by over $20 iniltion. Approximately $72.2 miilion has lieen returned to the state 
Medicaid program by the Medicaid Fraud Division during Attorney General Coakley 's two years in 
office. The Medicaid Fraud Divi.sion is responsible for the investigation and prosecution of fraud against 
the .state Medicaid program. 

The .$46.7 million recovered in 2008 i.s primarily tlie result of 13 civil seulcmejits. nine of which were 
multi-state agreements. Representatives from the Attorney General’s Medicaid Fraud Division serve on 
national inuUi-state fraud teams that negvniatc the resolution of these eases, which in '2008 lesultt'd in the 
return of over $1,4 billion to the federal government and state Medicaid programs acix'ss the country. 

“We have built strong partnerships wdth other state and federal agencies,” Attorney Genera! Coakley 
said, “Tliis (>road based approacii htjs alloweil us tt) aggressively pursue botl) local and ntttit'tuil providers 
u'ho.sc fraudulent practices cause great harm to this vital program which provides the most liindamcntai 
services to the Commonwealth ’.s mo.st vulnerable citizens. While we are extremely proud of these 
results, we are troubiecl that this fraudulent behavior seems to be increasing at a time when health cmx: 
costs are lising. Our office will continue to be a leader in the efforts to combat this growing epidemic 
and to assist the Medicaid progitun in operating as efficiently and cost cfficctiveiy as ptfssibic." 

During 200.8, the .Attorney General reached multi-million dollar agreements with three generic drug 
manufacturers to settle a False Claims Act case pending in the United Stales District Court in Boston- 
Most recently, in December 2008. Teva Pharmaceuticals USA, Ine., and its wholly-owned sub.sidias'y, 
Ivax ('orpor,iiio:u agreed to pay a combined $7 million to settle allegations against them. Boehringcr 
ingelheiin Roxane. Inc. .similarly agreed to pay $1.8 million in Sqatember 2008. 

In March 2008, u.s n re.xuli of a seven-year investigation initiated and led by the Massachusetts Medicaid 
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Office of the Attorney General - - Press Release 


Page 2 of 2 


> ui>! n.\ iM 'I iK \ !' I n il \ss<x iation of Medicaid Fraud Control Units reached a settlement with 
I \ A A ’ll V to xsoHo ilie.^ ffiions that the retail pharmac\' chain violated various state and federal 
•- I'ui ' i.i I >. n c stltLment recovered a total of $36.7 million for 23 states Medicaid 

< I is piffii Ki j ffiO ■’ million to die Massachusetts Medicaid program. 

In one ot the ktrecs! healthcare iratu! settlements ever reached, Massachu-setts received $10.5 million in 
! chiuat' 2u(i\ .ts pait of two '-cpar.itc global settlements with the pharmaceutical giant Merck & Co.. 

Inc totahiig so40 million dollars. An .Assistant Attorney General in the Medicaid Fraud Division served 
:i'v a member of the !nur-pcrson ntiiionai Medicaid fraud team that negotiated on behalf of the 49 states 
tnal participated m the scllkments. 

In another niultistale setileincnt, Massachusetts received S9.2 million from international phamiaceuticai 
inanutaciurer Ifr-istol-Mycrs Squibb Company in July 2008. The joint investigation was conducted by 
the U.S. Depanment of .lust ice. the U.S. Attorney's Office for rite District of Massachusetts, and a trie- 
person national Medicaid fraud team which included an Assistant Attorney Genera! from .Attorney 
General Ctiaklcy's Medicaid Fraud Division. 

Medicaid is a multi-billion dollar joint state tmd federal program that provides health insurance for the 
economically disadvantaged. The monies recovered by the Medicaid Fraud Division arc returned to tltc 
Medicaid program. 


mmmum 


© 2009 Commonwealth of Massachusetts 
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GAO: OMB Should Alter Single Audit 
Process for Recovery Act Programs 

The process for conducting single audits of programs under the 
American Rcco\’er\'' and Reinvestment Act should be altered to make 
the audits more tiiiiely and useful, the Govcniment Accountability Of- 
fice recommended in the first of a series of reports on how states are 
iinplenieiUmg Reco\'cry Act funds. 

“Under the current approach for risk determination in accordance 
with Office of Management and Budget Circular A-133, certain risks 
unique to the f^ecovery Act programs may not receive full consid- 
eration,'' the GAO said. “Recovery Act funding carries with it some 
unique challenges [that make] timely and efficient evaluations in re- 
sponse to the Recoveiy Act’s accountability requirements critical.” 

Among the most significant of these challenges are: 

« new government programs that don’t have management controls 
and accounting systems in place to ensure funds are u.sed in ac- 
cordance with program regulations and objectives; 

See GAO, p. 6 

Auditees Urged To Provide Timely 
Information to Federal Auditors 

It may sound obvious, but grantees selected to undergo a federal 
inspector general audit should provide information to the auditor as 
quickly as po.ssible and fix problems ns they are brought to their at- 
tention. Grantees that put up roadblocks in hopes that the auditor will 
give up on requesting desired infonnation will find thi.s effort futile, 
according to a federal audit official. 

During the recent National Grants Management Association Annua! 
Training Conference, Janies Berry Schneck, audit manager for the 
National Science Foundation Office of Inspector GeneraL discussed 
several “do’s and doirts” when undergoing a federal audit ‘'Quick 
responses can help e.siab!i.sh a healthy working relationship with the 
auditors." he said, "The last thing you want to do is upset your audi- 
tor. You can never oullast an auditor. The quicker you get information 
to them, the faster they can get the audit done and you can get back to 
your day-lo-day" duties. 

Schncck said grantees often are hesitant to contact the audit team 
with questions or concerns they ma> have, but he encouraged them to 
comnuinicaie with auditors. “Some oftbe best successes I’ve had was 
when someone picked up the phone and gave me a call,” he said. “We 
can work out an altemativc solution, or I can put their mind at ease 


Aiso Sn This Issue 

Past statistics on the ouilU\ nf single audit'. 
are somevhaT ini?iL\iding. and laigcicd cftoits 
to improve hsgh-doliar sineie audits will help 
improve o\cr,iII ,iccount,ibi!fi\. a Cr'ncfnnKUi 
Accountability Office official said .J 

Featured Columnist 
Letts Hart’Fanta 

le.xas-based auditor Leita llarl-Fania dusciisses 
what exactly is and is not coh ered under a single 
aodiL and some of tltc mcsconeeptions that 
people have alxiut what jt entails. 4 

State Audit Watch 

By revamping its subrecipient monitoring .. 
process, the Mas-sachnsetts Department o f Early 
Education and Care has resolved many concerns 
addressed in previoics. single audiLSi Other state . 
agencies: may consider using snnilar tactics if : 


they face, the same problems. 7 


Practice Tools 

Single Audit Sampling Project — 

A Closer Look .;..,...........;....;.,..;,,.,...;,, t? 


Update Pages 

Updated list of block grant programs in 1380; 
editorial updates in i 02, 130 1 and 14 1 0. 


Editor’s Note 

'I he 2009 Office of Management and Budget 
■ Cinvlar A-^/i3 Cornpliariu' 
no! been released at pres.s time, but is ex^xiclecl 
soon. Look for extensive coverage on it in the . 
next issue ofthe vScriTav .. . , 


Contact Us A 

Customer Service: 800-677-3789 
Online; vvwvv.thompson.com 
Editorial; 202-872-4tX)0 


See Audit Advice, p. 2 
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Audit JkdviCB {continued from p. 1) 

when they think someihing is a real problem when it's 
not." 

if the aiiditor finds probiems, the audhec should not 
wait anti! the audit process is over. If the auditee corrects 
}>rob!cnis during the audit, the auditor can address those 
it? the audit report. In addition, the auditee should juake 
sure ir dociaiients what corrective actions it took. Audi- 
sces also should ask the auditor to keep them itifoniied 
of any issue as the atiditor finds them. 

Because auditors have no connection to the audited 
organization and can analyze inatty aspects of the entity, 
they may find opportunities for improving the auditee's 
programs, Schneck said. ‘AVhen yon are working day- 
lo-day on your own jobs, it's bard to think 'big picture' 
soinetirnes," he added. ”We"re auditors and we have a 
wide understanding of how the organizatioti operates, 
and we can think 'big picture,"” 

A List of Don’ts 

Schneck advised auditees not to delay or hide infor- 
mation because such tactics possibly could be illegal and 
catt encourage rite auditor to "dig even deeper" because 
it iitcreases the risk that something is wrong. Auditees 
also vShoukl not mistreat the auditor, "Open hostility in 
not an option," he said, 'if you are having issues with an 
auditor, talk to him or her about it, If that doesn’t work, 
contact his or her supervisor.” 
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Auditees also should refram from, interlering with the 
audit because they can appear suspicious, for example, 
an auditor wants to interview a procurement officer, but 
a vice president .sits in on the interview and proceed.^ to 
answer all the questions. "That upsets the officer and 
slows down the process,” he .said. "We wmt you to be 
helpful, but not too iiclpful.” 

Schneck urged grantees not to accept all of the tHidi- 
tor's recommendations if th.ey have oo infentiou of imple- 
menting them. "If you don't have the resources to do 
something, don't say you’re going to do it,'’ he said, "if 
you talk to the auditor and say you can't do if. . , . you can 
talk about altemaUves, Sometimes you'll come up with a 
better recommendfition than the audiU'r [originally] had.” 

Reports 

Auditees should reque.st a copy of the rough draft of 
the audit repoti (often called the "discussion draft") be- 
fore the official draft is issued, Schneck said. This will 
allow the auditee to correct any misconceptions or pro- 
vide additional infomiation. Once the auditor issues the 
official draffi auditees should try to provide a corrective 
action plan to make the audit .resolution process easier, 
"Don't be afraid to propose alternatives you led may 
work better,” he added. "If you don't think you need to 
implement a recommendation., you need to .say wiry.” 
Tlie final report is then issued to the grantor agency, 
which will finalize the formal audit resolution. 

Agencies will then send the audit report to the audi- 
tee with instructions on how to respond to it, including 
a corrective action plan with certain timeframes, The 
auditee then will submit a response to the corrective ac- 
tion plan, for agency review. Once the agency accepts the 
plan, it will submit it to the inspector generaPs office for 
agreement. 

To be better prepart*d to handle a federal audit. Sch- 
neck urged auditees to lake the following step.s prior to 
the audit: 

• know what regulations auditees are required to 
follow: 

• have detailed written policfe.s and proceduR’s, keep 
them up-to-date and ensure that staff i.s re.sponsible 
forknowing whai they arc; 

• train key employees in federal requircinente; 

• document all transactions so that asiyone reviewing 
the tran.saction will come to the same coitclusions; 
and 

• contact key people in the funding agency, the in- 
spector generafs office or Office of Management 
and Budget if the auditee needs guidance, Ts 
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Targeted Efforts Can Improve Single Audit Quality 


Pasl slalistics on ihe qualily of single audits are some- 
what misleading, and targeting efforts to improve Hie 
high-doliar single audits will help to improve overall 
accountability, a ke> Govcmrncnt Accountability Office 
official recently told the Tsationai Intergovernmental Au- 
dit Forum. 

While some 5 1 percent of sampled single audits 
were either unacceptable or of limited reliability- dur- 
ing the N'atiomii Sifigle Audit Sampling Project (see 
"Sampling Project Finds Mans Unacceptable Audits," 
August 2007). most of the problem audits were reviews 
of smaller auditees (i.e.. those that expended between 
$500,000 and S50 million annually in federal awards). 

Jeanette Franzel, managing director of the fiscal man- 
agement and assurance team at the GAO. said that larger 
auditees had a higher rate of acceptable audits than small- 
er auditees- ‘That’s important to remember as vve impose 
transparency and accountability i-equirements or addi- 
tional audit requirements [specifically under the American 
Recovery and Reinvestment Act], or think about how to 
fix the quality problemf she said. "! don't know that a 
one-size-fits-ail approach necessarily gets us the bang for 
the buck that we need here.” She added that implementing 


flinds under the Recovery Act (see story, p. ! ). One of 
the recommendations the GAO inade called for the Of- 
fice of Management and Budget to consider the risks 
related to RecoverywXcl programs in determining whicli 
federal programs should be audited as major programs. 
Currently, the single audit formula is based on program 
size, with greater audit requirements placed on high-risk 
major programs. However, some Recovery Act programs 
may not meet the thre.shold for a large program, yet they 
still may be high-risk. 

For example, new programs launched under the act 
could be small, but prove risky because there is no cur- 
rent infrastructure or tlie state has never administered 
such a program. In addition, some small programs may 
experience huge growth, whidi would exacerbate risk. 

“It helps to think about these different t\'pes ofprograras 
differently in terms of assessing risk and targeting our 
auditing efforts to get the best accountability, and ac- 
countability is what is being demanded here,” Franzel! 
said. 

Franzel! also said the GAO sampled state single au- 
dits reports for fiscal year 2008 from 13 states with a 

See Targeted Efforts, p. 7 
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“targeted efforls” t(,) improve single au- 
dits would be a better approacii. 

For example, Franzel said for fiscal 
year 2007, about 35,500 single audits 
had been submitted to the Federal Au- 
dit Clearinghouse. Oftho.se, 927 au- 
dits covered 85 percent of the federal 
expenditures, “If we can get those 921 
audits right, we’ve really done a tre- 
mendous coverage of federal expen- 
ditures,” she said, adding that about 
4.300 of all the,se audits covered 92 
percent of federal expenditures. “I'hat 
makes you think about the problem 
a little differently wlien you're hear- 
ing statistics such as 5 1 percent of the 
audits weren’t acceptable," .she added. 
If there is a way to really target our 
fforts to improve quality in some of 
these larger audits and perhap.s find a 
way to streamline smaller audits,.-, 
maybe \vc. would improve accoimt- 
abiliiv ovcra]I7' 


Recovery Act Report 

Franzel discussed findings from 
a recent review of 16 states' u.sc of 
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What You Are Paying for on a 
Single Audit 

Bv Leila Hart-Fan ta 


Maybe the title "single audit'' is the prob- 
ieni, Ma\ be this title conveys that with one 
single audit, everv'thing has been examined 
atid verihed. Maybe that is why so few users 
of a single audit report understand what they 
arc looking at. 

Case ill point — ! often work with "moni- 
tors" who do "desk reviews" of single audit 
reports generated by certified public ac- 
countants. One monitoring team worked for 
a large city and was tasked with making sure 
that the recipients of the city's grants were in 
compliance with the grant agreement. 

As we talked about what they do in these 
desk reviews, day in and day out, ! noticed 
the team held to a misconception about what 
CPAs are paid to do. Several members of this 
team thought that CPAs checked to see that 
the entity’ that received the funds was finan- 
cially healthy. That is not what CPA firms do 
on a single audit. 

What Auditors Do and Don’t Do 

On a single audit, the auditors check to see 
that the financial statements are presented in 
accordance with accounting principie.s and 
check to see if the entity is in compliance 
with various regulations. Nowhere in those 
two tasks is the auditor asked to determine 
whether the entity he is auditing is financially 
robust or even that they are doing a good job 
of using the dollars it receives for its highest 
and best purpose. 

Mere is a line from a single audit report 
created by a CPA in the previous example, 
"The Comprehensive Annual Financial 
Report for the state accurately presents the 
financial position and activities of the state 
for the year ended Aug. 31, 200X." And then 
the CPA makes this statement regarding com- 
pliance. " I hc state complied, in all material 
respects, with the requirements referred to 
above Uial are applicable to each of its major 
icciera! programs..." 

So is it possible to have accurate finan- 
cial -Statements for an entity that is fiscally 


mismanaged? Yes. Is i! possible to comply 
with all requirements and still not be serv- 
ing the client well? Yes, 

The COSO l^odei 

The Coinmiitee ol' Sponsoring Organiza- 
tions of the Treadway Commission (COSO) 
model that is woven into tiie Statements on 
Auditing Standards includes three nianage- 
menl objeclivc-s — compliance, financial 
reporting and operations. 

Check out the top of the COSO cube on 
the next page (a new. enhanced version of the 
COSO mocie!. called the COSO ERM model, 
adds -Strategy to management objectives): 

What does this cube mean? in order to 
manage the operation well, management has 
to juggle three bails; 

• it must slay in compliance with laws, 
regulations and contracts; 

• it must create and publish reliable fi- 
nancial reports; and 

• it must effectively and efficiently u.se 
resources to keep the operation going. 

So what does an auditor do on the single 
audit? Only the finance piece and the compli- 
ance piece (although the single audit leaves 
out compliance with a variety of matters that 
aren't grant related). What does the single au- 
dit totally leave out of the mix? Operations. 

The city monitoring team in the example 
was under the impre.ssion that the CPA firm 
had covered the financial aspect of its grant- 
ee's operation, so it didn't need to. That's 
wrong. 

What you are paying the CPA firm, for, in 
regards to financial statements, is a verifica- 
tion that the data in the financial statements is 
right- If the entity was a completely messed 
up mismanaged disaster, but it.s financial state- 
ments wore coiTcctiy reflecting this fact, the 
CPA could still give the financial statements a 
"clean" or "thumbs up" opinion. 
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COSO (cominued from p. 4) anything one way or another. 1 lie client could be ef- 

ficient and effective, or not. The CPA h not paid to re- 

A leader from a small town called me a few years search, verify or comment on that, 

ago to figure out where he went wrong. His auditor, for 

years, had stood in front of the city council and said that What To Do With Single Audits 

his fsrm had expressed a clean opinion on the financial So what is a monitoring team to do'’ First of all, it 

stalenienis of the town. City council took this to mean should realize that the buck stops w ith the team. It is the 

that everything -- EVERYTHING — was okay, and final line of defense agairtst something going wacky. No 

that the city was financially healthy, well run and free of one else will do this work for it., The CPA is not doing 

blemishes. Then one day. they realized that the money what it imagined it was doing, In the case of audited 

they had set aside to build a sewer treatment plant was financial statements, it does not have to do w ork verify- 

gone because the city had been running a .severe defi- ing the data because the CPA was paid to do that. Bui it 

cil for \ ears and had to use the sewer treatment money does need to look at the data and sec ii anylhing risky or 

to keep operations going. Yes. the city council wasn’t weird is going on. Tliis can be a very involved process 

exactly composed of Hnanciaf geniuses, but it points us or a simple process, if all depends on how risky the team 

back to that basic misunderstanding of what auditors do ftels the situation is and also what the city leadership 

and don't do, expects the team to do. 

The CPA assumes that someone else — the bank. And if the data is submitted by the client without 

the grantor, the regulator -- is going to use this data to any verification by a CPA. then the monitoring team 

analyze the situation and decide wiiat actioas to take. has even more work to do. First, it has to verify lliat the 

The CPA doesn't pre.sume to know what is going to hap- infomiation it is relying on is valid, and then it has to 

pen to the data once he or she verifies that it is good, analyze the data to see if anything risky or weird is go- 

althougli they do presume someone is using it. ing on. 

But in my experience, the users don't know how to Yes, that is a lot of work for the monitoring team, 

read the financial statements and don't use the data, so And that is why it is paid the big bucks. That is what the 

they infer that the CPA has done more than they really public thinks is going on when you ,say you are “moni- 

have. This is a pretty dangerous situation .as no one is toring” a grant, m 

watching the hen house... not even the fox. 

Data Without Verification Is Worse 

Even more scary is that some of the 
city's grantees never get audited and "self 
report” llte financial information they send 
into tire city. The city monitors ask grant- 
ees who did not qualify for a single audit 
(because their expenditures fall below the 
threshoid) to send them a civsh flow state- 
ment cveiy year for review, The grantee 
does not have to hire a CPA. to verify that 
ti'ie data was good, T}u,s means that tlie 
client could be completely making up the 
whole statement. 

Why even look at something like that? It 
isn't even worth the paper it is printed on. 

Do you remember the flack about mortgage 
companies lending money to buyers based 
on their "stated income,'' Surprise! These 
folks didn't make enough money lo pay for 
that million dollar cottage in L.A. 

So wliat do CPA firms do? Titey verify 
that the data is good and can be relied on. 

They do not \ crify that the data means 
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GAO (continued from p. 1) 

* ihc sudden increase in funds for Recovers' Act 
programs may exceed the capacity of management 
controls and accounting systems that have been ef- 
fective in the past: and 

* risks may be increased due to the pressures of 
spending funds quickly. 


‘Recovery Act funding carries with it some 
unique challenges [that make] timely 
and efficient evaluations in response 
to the Recovery Act’s accountability 
requirements critical.’ 

— GAO 


The GAO urged the 0MB to adjust the single audit pro- 
cess to: allow for internal control designs to be reviewed 
during 2009 in programs receiving Recovery Act funds 
before 2010 expenditures are made to strengthen these 
controls; consider risks related to Recovery- Act programs 
in determining \^'hich federal programs are major programs; 
and evaluate options .for providing relief related to audit 
requireinent:s for low-risk programs to balance new audit 
responsibilities a.ssocia£ed with the Recoveiy Act, 

Despite the challenges, the states the GAO reviewed 
are taking \'arioi.is steps to ensure that internal controls 
are in place to manage risks before problems develop. 
For example. New York has established a working group 
on internal controls and plans to hire a consultant to re- 
view the state's management infrastructure and capabili- 
ties to achieve accountability, effective internal controls 
and reliable reporting under the act. Ohio audit officials 
plan to assess the adequacy of the state's current intenial 
control framework; Georgians state auditor has provided 
interna! control training to state agency personnel: and 
Michigan officials are developing strategies for effective 
oversight and tracking of tlie use of Recovery Act timds. 

Bimonthly Reviews 

The Recovety Act requires the GAO to do bimonthly 
reviews of the use oi' funds by selected stales and locali- 
ties. 1'he agency focused on 1 6 states and tlie District of 
Columbia and three key programs — Medicaid federal 
medical assistance percentage awards, funds for high- 
way infrastructure improvement and the State Fiscal 
Stabilization Fund. Programs were reviewed in Arizona. 
California, Colorado, the Di.5tric£ of Columbia, Florida, 
Georgia, liiinois, iowa, Massachusetts, Michigan, Mis- 
sissippi, New .lersey, New York, North Carolina, Ohio, 
Penii-sylvanin and Texa.s. 


The GAO found significant concerns in the area of 
subrecipient monitoring under Reco^■C!y Act programs. 
Some state auditors do not have tiie authority to moni- 
tor local operations of interna] controls. For example, 
officials at the Pennsylvania auditor general's office had 
different views about what authorily they have to audit 
federal money that flows directly to localities. 

The OMB plans to notify auditors of program re- 
quirements that should be tested for Recovery Act 
programs when it releases the 2009 OMB Circular 
A-I33 Compliance Supplemeni. Vice President Joe 
Biden. charged vvith overseeing iinpleinentation of the 
Recover)' .Act by President Barack Obama, sent a let- 
ter to the Senate Committee on Flonieiand Security and 
Governmental .Affairs recently ensuring that furtlicr 
guidance from the OMB would address concerns raised 
in the GAO report. That guidance also will include 
more details on how state and local fund recipients will 
report data, subrecipient reporting requirements and a 
standard procedure for grantees to calculate the number 
of jobs they create. 

For More Information 

The report, “.As Initial Implementation Unfolds in. 
States and Localities, Continued Attention to Account- 
ability .Issues is E-ssentiak" (GAO-09-580) is available 
at httpiTwww.gao. gov/new. Items/d09580, pdf. m 
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State Audit Watch 

Mass. Agency ImproYes Child Care Monitoring 


By revamping its subrecipicnf monitoring process, the 
Massachusetts Department of Early Education and Care 
has resoix ed many concerns addressed in previous single 
audits. Other state agencies may consider using similar 
tactics if they face the same problems. 

The Massachiisetls state audit(.>r reviewed the agency’s 
grant program for the period of July 2007 to June 2008, as- 
sessing intcnial controls and program compliance for early 
education atid child care gran! progrants. Prior audits of the 
department recommended it iniprox'e subrcc^ient monitor- 
ing to ensure iederal funds w ere spent appropriately. 

in a prior audit, the state auditor found that the agen- 
cy suspended on-site monitoring of child care provide!^ 
during stale fuscal year 2007. in response, the EEC re- 
structured its fiscal monitoring unit by adding a director 
of audit resolution and more monitoring staff. They have 
developed a system of internal controKs to ensure com- 
pliance with mandated monitoring and reporting require- 
ments for child care and early education providers. 

The agency also developed a new fiscal monitoring 
guide that addresses prior audit concerns regarding time- 
frames for on-site monitoring and follow-up, eligibility; 
financial review and recoupment, it also developed and 
implemented a financial monitoring database that stores 
files on each child care provider. The director of audit 
resolution ramped up on-site visits to providers to ensure 
their clients were eligible to receive services and tiiat their 
funds spent were documented, reasonable, allowable and 
allocable under the tenns of cost reimbursement contracts. 

Follow-Up Findings 

Prior state auditor reviews showed that the EEC Imd 
no record of foMow-up on providers due to tmtimely 
follow-up by contracted monitors; misplaced corrective 
action plans and other correspondence; and misplaced 
records. Without these documented reviews, the agency 
had no way of knowing whether the provider initiated 
corrective action oji deficiencies or noncompliance is- 
sue.s. and whether ineligible costs existed and reimburse- 
ment wa.s due. the auditor said. 

The stale auditor’s foliow-up review found that the 
new audit resoluliori staff conducted follow-up assess- 
ments oftliese proxidens. dclcrmming tliat corrective 
action plans were submitted and ail issue.s regarding po- 
lerstial ineligible costs were resoKed. 

Past reviews also showed that the EEC did not fol- 
low up to ensure that subrecipients took appropriate and 

H thomp-son.coiB 


timely corrective action to address Circular A- 1 .3.^ audit 
findings. The agency’s nexv fiscal monitoring guide in- 
cludes detailed procedures for conducting fmaiicial reviev. s 
and follow-up on A-133 audit findings. "The financial re- 
porting system allows the EiiC to review the current finim- 
cial condition of [providersj in a standardi.^ed format, and 
perfomi vendor comparative analysis for the most current 
five-year reporting period to determine provider stability.” 
the auditor said, “litis analysts ts used in perfonuing annual 
contract service provider risk asses.^meiits.'' 

Tlie state auditor encouraged the EEC to continue us- 
ing the new subrecipient monitoring process to ensure 
federal and state fund.s are u.sed for autltorized purposes. 
The EEC noted that its new procedures ha\'e helped it 
meet new reporting requirements under a 2007 Admin- 
istration for Children and Families rule requiring slates 
to measure and report improper payment rates in their 
Child Care Development Fund spending. The regula- 
tions establish a three-year rotation cycle for reporting 
improper payments. Although Massachusetts is in a cycle 
of slates that has until September 2009 to report errors, it 
has already completed many phases of the reporting pro- 
cess and has submitted certain deliverables to ACR 

See State Audit, p. 8 

TstgOtGd Efforts (continued from p. 3) 

June 30. 2008, fiscal year end. Although the reports were 
due nine months after the end of the fiscal year (i.e,„ 
March 2009), .seven of 13 states saiiipled requested an 
extension. 

“Automaticaliy, that pretty tnuch guarantees you’re 
going to go a full year without knowing your findings 
and weaknesses and being able to fix them, and tho.se 
weaknesses will be hanging around for another year,” 
she said. “That illustrates to us the timing problem with 
single audits if they are going to be used as proactive 
tools for discovering where the weaknesses are and get- 
ting them fixed itp-fronl." 

Fellow panelist Danny Werfel deputy controller of 
the 0MB Office of Federal Financial Management, said 
that 0MB is taking steps to ensure single audit activities 
assessing risk of Recovery .'\ct programs are gix'cn high 
priority. “We’re looking at other strategic ways going 
forward to see about moving lower priority, or Type B 
activities, out of the sphere so that we are making room 
for more Recovery Act review,” he said, ti 
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StStG Mudit {continued from p. 7) 

Accounts Receivable 

i he state aiKiitor also IbuiKl that despite improvements 
ni it accounts receicahlc sysiem. the agency is not directing 
funds back to certain federal projects. A prior audit found 
that the F:EC did not rise the state's Billing Accounts Re- 
ceivable Systetn or hru'c its own approved accounts receiv- 
able system, and its internal controls plan did not reference 
state requiremenls for an accomus receivable system. 

in June 2008, the agency implemented the state system 
and updated its procedures for monitoring and reconcil- 
ing accounts receivable. However, the EEC continued to 
credit all recoupments to the state's general llind without 
the ability to rc-ob!igate funds back to the EEC’s federal 
awards where appropriate, Ciiild (fare Development Fund 
regulations allow grantees to re-obligate cettain unliqui- 
dated or recouped funds within the year the award was 
made, or within the succeeding hscal years. 

The state auditor recommended the EEC work with 
the .state comptroller and ACF to establish procedures to 
either reallocate recouped funds back to EEC’s federal 
awards or to reimburse the federal government, where 
ncces-sary. The EEC said it was vvorking with the state 
comptrolier to resolve this concern. 

For More Information 

The Massachusetts state auditor's report i.s 
available at http;//wvv\v.mass.gov/saO'^Audit"-o20 
R.eports/2009/20()9083 7 1 6s, pdf, m 


Single Audit Sampling 
. Project — A Cfoser Look 

Along with 'making recommendations to revise single 
audit standards, criteria and guidance, the National Sin- 
gle Audit Sampling Project condiicted by the President's 
Council on integrity and Efficiency and the Executive 
Council on Integrity and Efficiency, now the Council of 
the Inspectors Genei'al on Integrity atid Efficiency, re- 
ported deficiencies among auditors that were due simply 
to lack of professional care. The following is the 1 4th in 
a series of synopses highlighting certain findings in the 
study: 

Office of Management and Budget Circular A- ! 3.1 
§ .520 specifies the criteria for deteiTntning if a major 
program should.'be categorized as eitlier a large (Type 
A) program or as an other (Type B) program. This de- 
termination requires aiidiions to compute a threshold 
amount For programs or clusters for which expenditures 
of federal awards exceed the threshold, the program 
or program cluster is a Type A program; othenvise, the 
program is a Type B program. 0MB Circular A* 133 § 

.505(d)( 1 )(viii) requires that the computed threshold 

amount be identified in the repttrt. 

Errors in calculating the threshold can ijnpact proper se- 
lection of major programs. The P{3IE found errors in the 
thresftold corhputatidn 'for about 4.7 percent of all audits, . 
sampletl. For three of the audits sam pled, the error result- 
ed in major programs not being properly deteimined. n 
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Department of 
Early Education and Care 

The Commonwealth of Massachusetts 


Amy Kershaw, Acting Commissioner 



January 20, 2009 

Mr. Howard Olsher 
Director of State Audit 
Office of the State Auditor 
1 Ashburton Place Room 1819 
Boston, Massachusetts 02108 

Dear Mr. Olsher: 

I would like to thank you and your staff for the courteous, professional, and helpful manner 
exhibited in conducting the Fiscal Year 2008 single audit at our agency. This review, as last 
year's, has been of great help to our agency as we fulfill our mission to continuously 
improve the quality, affordability, and accessibility of early education and care for the 
families and children of the Commonwealth. We appreciate your recognition of EEC's efforts 
to rectify two of the three audit findings from Fiscal Year 2007 and submit the following 
response for your consideration. 


Response to Audit Findino #1: Sub-redolent Monitoring 

EEC has made significant progress in addressing this Fiscal Year 2007 audit issue. We 
restructured the fiscal monitoring unit and hired an experienced audit professional as EEC's 
Director of Audit Resolution. In addition, since the audit, EEC has increased the number of 
Fiscal Monitors from one to four. The new Director of Audit Resolution has developed a 
comprehensive system of Internal controls to ensure compliance with all mandated 
monitoring and reporting requirements for the approximately 300 contracted social service 
providers receiving these funds. In doing so, EEC has built upon the strengths of its current 
system, while including new procedures to specifically address the auditors' concerns 
regarding timeframes for on-site monitoring and follow-up, eligibility, financial review and 
recoupment. These controls will ensure that federal and state funds are used only for their 
authorized purposes and in compliance with relevant laws and regulations. 

We are also pleased to report that EEC has another direct opportunity to monitor eligibility 
determinations performed by sub-recipients through the federally mandated Improper 
Authorization for Payment initiative. On September S, 2007, the Administration for Children 
and Families (ACF), the agency that oversees the Child Care Bureau (CCB), issued a final 
rule to revise the Child Care Development Fund (CCDF) regulations to require states to 
measure and report on error rates in their expenditure of CCDF funding. The new 
regulations focus on the measurement and reporting of errors made In eligibility 
determinations and payment authorizations because ACF believes that improper 
authorizations are the source for many improper payments. Given that eligibility and 
authorization are the first steps in the child care subsidy process, errors made in these two 
steps are likely to affect the administration of the entire subsidy program. As such, the 
methodology for measuring Improper payments outlined in the new regulations focuses on 
eligibility determinations and requires states to review a sample of their child care subsidy 
case records for the preceding federal fiscal year (October 1“ to September 30'“) in order to 
determine whether these subsidies were properly authorized. 


51 Sleeper Street, 4th Floor. Boston, MA 02210 
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The regulations establish a three year rotational cycle for the reporting of improper 
payments, with the first group of states required to complete their case reviews and submit 
their reports to ACF by June 30, 2008, States in the first reporting group will examine 
errors during federal fiscal year 2007. Massachusetts is Included In the second reporting 
cycle and, therefore, will be reviewing errors during federal fiscal year 2008 {October 1, 
2007-September 30, 2008). Although Massachusetts has until June 30, 2009 to complete 
Its case reviews and submit its error rate report to ACF, we have already completed many 
phases of the reporting process and have submitted certain deliverables to ACF since 
October 2008. 


The FY2008 single state audit includes a finding related to EEC's non-compliance with the 
Commonwealth's competitive procurement requirements under 801 CMR 21:00. While the 
Department is still In the process of coming into full compliance with these requirements, 
the Procurement Management Team (PMT) has made very significant progress in organizing 
a competitive bid for the Income Eligible Financial Assistance contract program, the 
Department's largest contract, which will be posted on the Commonwealth's procurement 
website (Comm-PASS) within the next six weeks. 

Upon completion of the procurement process for this contract, the PMT will follow the same 
work plan to put the remaining contracts out to bid according to the schedule shown in the 
table below. 

Contract Fiscal Year 

Voucher Management Research 8i Plan 2009 and award in 2010 

Supportive Research & Plan 2009/2010 and award in 2011 

Other Contracts Research & Plan 2009/2010 and award in 2011 

The PMT did experience a delay in moving forward with the Income Eligible contract bid 
during the early part of calendar year 2008, due to significant changes in leadership at the 
Department and Board level. However, in June of 2008, the PMT engaged a new project 
manager and adopted a detailed project plan, making steady and constructive progress 
throughout the remainder of the year. The Board of Early Education and Care approved the 
criteria and guidelines for the Request for Response (RFR) recommended by the PMT on 
January 13, 2009 after discussing the procurement at four Board meetings since 
September, 2008. The PMT expects to continue this steady progress culminating with the 
award of bids In June of 2009. 

The January draft of the FY2008 audit findings indicates that "little activity has taken place 
concerning the re-procurement of services., .identified in the prior report." However, a great 
deal of work has been done outside of the review period covered by the audit (June 2008 
through December 2008). Much of the work conducted during the period of observation 
was related to the project's research and planning activities. This research also Included a 
comprehensive assessment of early education resources for each of the 351 cities and 
towns in the Commonwealth, a survey of the services provided through contracts with 
Family Child Care Systems and research into the child care procurement practices in other 
states. 

Additionally, the PMT issued a Request for Information (RFI) in October of 2008 to collect 
program quality data from interested providers and to test the feasibility of potential policy 
changes. The Department received a very strong response to the RFI, with more than 300 
licensed center-based providers, 57 family child care systems and 100 school districts 
responding. 
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The Department is eager to share any additional information on the Income Eligible RFR 
that your office may request. 

Response to Audit Finding #3: Accounts Receivable 

EEC has made significant progress in addressing this audit finding from Fiscal Year 2007. 

We developed and maintain a detailed accounts receivable tracking and reporting system 
(BARS) and have revised our Internal Control Plan to include detailed procedures for 
maturing, monitoring, and reconciling accounts receivable. 

Subsequent to implementation of BARS in June 2008, as detailed in your report, it was 
determined that limitations inherent in this system preclude EEC from properly crediting 
disallowed sub-recipient funding to be accurately tracked and recorded as either due back to 
EEC for re-obligation or due back to the federal government and accordingly credited. EEC 
is currently working in conjunction with the Office of State Comptroller (OSC) to resolve this 
matter to ensure that all disallowed sub-recipient funds are either re-obligated or returned 
to the federal government. 


Again, thank you for the time and effort that you and your staff have put Into understanding 
and analyzing our current policies, practices, and procedures. I look forward to working 
with you as we move forward to create the best possible services for the Commonwealth 
and the best possible outcomes for children and families. 


Sincerely, 


Amy Kershaw 


cc: Ron Twing, Audit Manager 
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INDEPENDENT MASSACHUSETTS OVERSIGHT ENTITIES 


State Auditor 


The Office of the State Auditor (OSA) operates under the direction of State Auditor 
A. Joseph DeNucci, an independently elected constitutional officer. 


Al Di r OPKRA I IONS 

The OSA audits the agencies of state government to ensure that funds are spent in an 
appropriate manner. In so doing, the State Auditor provides the Governor, 
Legislature, auditees, and the public with an independent financial, managerial, and 
technical assessment of the state's agencies, activities, contracts, and programs. 

The OSA also has significant contract-related oversight responsibilities including 
reviews under the state's Privatization Statute, the audit of vendors and contractors 
that do business with the Commonwealth, and special contract audits. In addition, 
the State Auditor has the discretion to conduct special fraud audits throughout local 
government, when requested by the local governing body. In carrying out its 
responsibilities to ensure compliance with state and federal law, the OSA works 
closely with law investigations, and providing technical assistance. 

All OSA audit results and recommendations are intended to assist agency and 
program administrators by indicating areas where accounting and administrative 
controls, financial operations, program results, efficiency, and effectiveness can be 
improved. The OSA is not simply a critic, but is an agent, an advocate, and a catalyst 
for improved management and delivery of government services. 

The OSA conducts financial, performance, and information technology audits in 
accordance with "Government Auditing Standards" issued by the Comptroller 
General of the United States. These standards are known in the profession as 
Generally Accepted Government Auditing Standards (GAGAS) and as the Yellow 
Book Standards. OSA activities include the following objectives: 

• Determining whether the Commonwealth's resources are properly safeguarded; 

• Determining whether such resources are properly and prudently used; 

• Evaluating internal controls to help insure integrity in financial management 

systems; 

• Determining whether computer systems and technology environment meet 

control objectives regarding security, integrity, and availability; 

• Evaluating management's economy and efficiency in it use of resources; 

• Determining and evaluating a program's results, benefits, or accomplishments; 

and 
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• Ensuring that all audit results are fully disclosed to the public and the auditees. 


Dl\ iSION OF i.OCAl, MANRATFS 

The State Auditor's Division of Local Mandates (DLM) works to protect cities and 
towns from unfunded mandates and also makes recommendations to provide state 
funding for important local programs. DLM’s responsibilities are as follows: 

• Determining the financial impact on cities and towns of proposed or existing 

state laws or regulations; 

• Responding to requests for opinions and cost studies from individual legislators, 

legislative committees, municipalities, and governmental associations 
regarding potential mandates; and 

• Conducting cost studies on any state law or regulation that has significant cost . 

impact, and making recommendations to the State Legislature based on the 
results. 

BlREAl OI SPECIAL INVESTIGATIONS 

The State Auditor's Bureau of Special Investigations (BSI) is charged with the 
responsibility of investigating fraud within public assistance programs. In addition to 
investigating fraud, which results in the referral of millions of dollars for recovery 
annually, BSI focuses on fraud prevention and participates in recovery activities. 
BSI's role in combating fraud and recovering funds that have been wrongfully paid 
helps to safeguard the state's financial assets and protect important benefit programs. 


Inspector General 

The Office of the Inspector General was created by Chapter 388 of the Acts of 1980; its 
enabling statute is Chapter 1 2A of the General Laws. The Governor, State Auditor, and 
Attorney General appoint the Inspector General to a five-year term. 

The Office's mission is to prevent and detect fraud, waste, and abuse in the expenditure of 
public funds. (M.G.L. c.^Al Preventing fraud, waste, and abuse before they happen is 
our principal objective. Toward that end we employ a three-part prevention strategy: 

• Timely intervention - that is, intervening in situations before fraud, waste, or 
abuse occurs. For example, the Office reviews every bill filed in each session of 
the General Court and, when appropriate, recommends amendments to help 
protect against fraud, waste, or abuse. The Office also provides assistance to 
public agencies. For example, the Office has provided technical assistance to the 
Central Artery/Third Harbor Tunnel Project when requested, and sometimes 
reviews requests for proposals or invitations for bids for major, complex 
procurements. 
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• Dissemination of lessons learned - by letting jurisdictions know about issues that 
should be of interest to many public officials. For example, we distribute many of 
our reports to agencies that we think may be able to use the information, and we 
use our Procurement Bulletin to inform local officials about the results of our 
work in other jurisdictions. 

• Capacity building - involves providing training and technical assistance to public 
officials. The Massachusetts Certified Public Purchasing Official program, our 
procurement manual, and our Procurement Bulletin are examples of our capacity 
building efforts. 

Detecting fraud, waste, and abuse when they do occur is important. The Office conducts 
civil and criminal investigations and works with the Massachusetts Attorney General, the 
U.S. Attorney, and district attorneys to prosecute cases of individual wrongdoing. In 
some cases the Office reports matters to the State Ethics Commission or agency heads. 
Investigative results are also considered for identification of opportunities to prevent 
similar problems from arising in the future. 

Attorney General 

The Attorney General is an independently elected constitutional officer who serves as the 
chief lawyer and law enforcement officer of the Commonwealth of Massachusetts. As 
such, she represents the Commonwealth in many matters in which the Commonwealth is 
a party. 

In addition, the Attorney General is a resource to residents who are facing challenges in 
the area of consumer protection, fraud, civil rights violations, health care, and insurance 
issues. 


Organization of the Office of the Attorney General 

The Office of the Attorney General is comprised of five bureaus: Executive; Business 
and Labor; Criminal; Government; and Public Protection and Advocacy. Each bureau is 
divided into one or more divisions and units, described further below. 

Executive Bureau 

The Executive Bureau provides administrative and policy-making support for the 
substantive divisions of the Office, as well as the operational, information technology, 
human resources, and fiscal management services for the Office. The Executive Bureau 
includes the First and Deputy First Assistant Attorneys General, the Chief of Staff, 
Special Counsel, and the Law Library. Divisions within the Executive Bureau 
include: General Counsel’s Office; Policy and Government; Community Information and 
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Education; Information Technology; Human Resources; Cdmmunications; Budget; and 
Victim Services. 

Business and Labor Bureau 

The Business and Labor Bureau works to develop clear rules and parameters for the 
business community and all stakeholders to follow. The Bureau helps to promote a 
healthy economy by balancing regulatory enforcement and review with advocacy for 
ratepayers, consumers and workers. The Bureau also plays an important rote by focusing 
on fraudulent acts and practices that occur in the context of commercial relationships. 

The Bureau works to prevent rising government costs caused by fraud involving business 
or medical services provided or regulated by the government and to level the playing 
field so that no company can gain an unfair advantage by breaking the rules. The 
divisions within the Business and Labor Bureau include: Energy and 
Telecommunications; Fair Labor; Medicaid Fraud; Non-Profit Organizations/Public 
Charities; and Business, Technology and Economic Development. 

Criminal Bureau 

The Criminal Bureau investigates and prosecutes a wide spectrum of criminal cases and 
also focuses on prevention and educational efforts to support public safety and quality of 
life for all Massachusetts residents. The office focuses on cases that reflect the statewide 
jurisdiction and areas of investigative and prosecutorial expertise not addressed by other 
law enforcement offices, particularly in the protection of taxpayer funds and the integrity 
of governmental agencies. The Criminal Bureau includes the following divisions: 
Appeals; Cyber Crime; Corruption and Fraud; Insurance and Unemployment Fraud; 
Financial Investigations; Environmental Crimes Strike Force; Enterprise and Major 
Crimes; and the State Police Detective Unit. 

Government Bureau 

The Government Bureau represents the Commonwealth, its agencies and officials in 
many types of civil litigation, as well as defending Commonwealth employees from civil 
claims made against them resulting from the performance of their duties. The Bureau 
develops and maintains close working relationships with agency counsel and provides 
them with information and advice on matters of broad common interest, particularly 
where advance consultation may prevent unnecessary litigation. The Government Bureau 
also initiates affirmative litigation on behalf of the Commonwealth when such litigation 
is in the public interest and has significant monetary value or raises legal or policy issues 
of concern to the public and the Commonwealth. The Bureau has two divisions. 
Administrative Law and Trial, and a Municipal Law Unit. 

Public Protection and Advocacy Bureau 

The Public Protection and Advocacy Bureau uses investigation, analysis, affirmative 
litigation, and other advocacy to advance the Attorney General’s statutory and 
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constitutional responsibility to enforce laws protecting the public. The Bureau focuses on 
a wide range of issues, including: equality and civil liberties for all; clean air, land and 
water; fair and competitive business practices in the areas of consumer protection, 
antitrust, and financial services and insurance; and access for all to affordable, high- 
quality health care. The divisions within the Public Protection and Advocacy Bureau 
include: Antitrust; Civil Rights; Consumer Protection; Environmental Protection; Health 
Care; Insurance and Financial Services; and Investigations. 
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AN ACT MOBILIZING ECONOMIC RECOVERY IN MASSACHUSETTS 

BILL SUMMARY 


AMENDMENTS TO STATE UNEMPLOYMENT INSURANCE LAWS 

This proposal enables the Commonwealth to receive $108,455,561 in additional 
federal incentive payments by amending our unemployment insurance laws. To capture 
these funds, a change in state law is necessary. Currently, the state’s Division of 
Unemployment Assistance permits employees in a recognized training program to 
receive up to 1 8 weeks of additional unemployment insurance benefits while 
participating in the training. To access the newly available federal funds, the state must 
increase the time period from 18 weeks to 26 weeks. 


INCREASE THRESHOLDS FOR APPLICATION OF THE DESIGNER 
SELECTION LAW 

Current law provides that contracts for design services costing less than $10,000 
or contracts for construction costing less than $100,000 are exempt from the Designer 
Selection Board (“DSB”) approval process. This proposal would increase those 
thresholds to exempt design services costing less than $25,000 and construction contracts 
costing less than $250,000. This proposal also eliminates the requirement to advertise 
design service projects in the newspaper. The governor’s procurement task force 
estimates that this proposal could potentially reduce the time required for advertising and 
going through the DSB process for smaller projects by at least 3 months. 

STREAMLINE DSB PROCESS 

Current law provides the DSB with jurisdiction over the selection of architects, 
engineers and construction managers providing design services in connection with public 
building projects over specified dollar thresholds. Existing law contains different DSB 
quorum requirements depending upon the nature of the project at issue. This proposal 
simplifies the statute by creating a single quorum requirement for all ARRA funded 
projects falling under the DSB’s jurisdiction. 

INCREASE THE THRESHOLDS FOR DCAM TO DELEGATE TO PUBLIC 
AGENCIES THE AUTHORITY TO CONTROL PROJECTS 

Current law authorizes state agencies to control their own building construction 
projects on projects costing less than $100,000. Existing law also provides that DCAM 
may delegate project control to state agencies on projects costing between $100,000 and 
$1 million. To facilitate and expedite agency building construction projects, this proposal 
will increase the thresholds to $250,000 and $2 million, respectively. 
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MODIFY STUDY REQUIREMENTS FOR LARGER PROJECTS AND 
ELIMINATE STUDY AND ENCUMBRANCE REQUIREMENTS FOR 
SMALLER PROJECTS 

Current law requires formal certification of design studies before the designer can 
proceed with the final design phase of a project. The administrative steps associated with 
the study certification process can delay the start of final design. This proposal eliminates 
the current time consuming administrative steps required for certifying a study and allows 
the study designer to move more efficiently into the final design phase. This legislative 
proposal also provides an exception that will allow design work for ARRA-funded 
maintenance and repair projects costing under $250,000 to proceed provided the agency 
head certifies that the project can be accomplished within the appropriation or 
authorization and that there are funds available to pay for the design services. The 
governor’s procurement task force estimates that this proposal will save up to 60 days in 
the process of getting projects initiated. 

INCREASE THE THRESHOLDS FOR SMALL BUILDING PROJECT 
PROCUREMENTS 

Currently, public agencies must comply with advertising and competitive sealed 
bidding procedures for small building projects costing between $25,000 and $100,000. 
This proposal increases the lower threshold from $25,000 to $50,000, thereby allowing 
awarding authorities to proceed more efficiently and expeditiously to make small repairs 
and complete minor projects. The governor’s procurement task force estimates that this 
will save awarding authorities over 60 days in the procurement process for these small 
projects. 

INCREASE THE THRESHOLD FOR PROJECTS REQUIRING PAYMENT 
BONDS TO $25,000 

Current law requires state construction contracts that cost more than $5,000, and 
other public construction contracts costing more than $2,000, to post surety bonds in an 
amount not less than one half of the total contract price. This proposal amends the law to 
increase the bond threshold to $25,000 for both state and other public contractors to 
enable smaller contractors (including small, minority or women-owned businesses) to 
participate in the process. 

REVISE ADVERTISING AND BIDDING THRESHOLDS FOR SMALL 
PROJECTS 

Currently, public agencies must comply with extensive advertising and bidding 
procedures for small projects costing between $10,000 and $50,000. This proposal will 
relieve agencies from the public advertising requirements, and allow for awarding 
authorities to proceed more efficiently and expeditiously to make small repairs and 
complete minor projects while preserving competition and the public interest. This 
proposal increases the threshold for requiring certain “sealed bid” and advertising 
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requirements in small projects from $25,000 to $50,000. The governor’s procurement 
task force estimates that this will save awarding authorities over 60 days in the 
procurement process for these small projects. 


STREAMLINE SELECTION PROCESS WHEN UNREASONABLY HIGH SUB- 
BIDS ARE RECEIVED WITHOUT COMPETITION 

Under current state law, awarding authorities must solicit bids not only from 
general contractors but also from certain categories of sub-contractors. With respect to 
subcontracts, awarding authorities sometimes receive fewer than 3 sub-bids. In addition, 
when there are just 1 or 2 bidders, the sub-bids that the awarding authority receives are 
often unreasonably high. Under current law, the awarding authority must either accept 
the unreasonably high price or delay the project by re-bidding the subcontract, sometimes 
multiple times. This provision permits the awarding authority, as an alternative, after re- 
bidding at least once, to opt not to re-bid the subcontract but instead to assign the work to 
the general contractor within the general contractor’s estimated cost. The governor’s 
procurement task force estimates that this legislative proposal will save an awarding 
authority over 2 months when faced with the situation described above. 

ESTABLISH A STANDING LIST OF PREQUALIFIED CONSTRUCTION 
MANAGER AT RISK FIRMS 

State law permits the use of “construction manager at risk firms,” which are 
defined as firms that enter into contracts to provide construction management services on 
a public building project at a guaranteed maximum price. Currently, construction 
manager at risk firms must be separately prequalified on each individual project for 
which they wish to bid. The project by project prequalification process, combined with 
the increasing number of project applicants, slows down the approval process. This 
proposal allows DCAM to prequalify firms for placement on a standing prequalification 
list, following which firms may submit proposals on multiple projects. According to the 
governor’s procurement task force, this proposal will reduce the administrative and 
consultant costs of conducting the prequalification process, save at least 2 months per 
project in the procurement of construction manager at risk firms, and allow for more 
expedited projects. 


CONDENSED PREQUALIFICATION PROCESS 

Current law requires certain general contractors and subcontractors to be 
prequalified following consideration of certain defined criteria. This legislative proposal 
will provide awarding authorities subject to the law with relief from some of the 
administrative burdens of the prequalification process by allowing them to rely on 
DCAM certification files for several prequalification criteria categories deemed to be 
duplicative of the DCAM certification application and review process. The governor’s 
procurement task force estimates that this proposal can save awarding authorities up to 90 
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days in the course of prequalifying interested general contractors and subcontractors to 
bid on a project. Accordingly, this provision would allow projects to move toward 
bidding and contracting in a more efficient way without sacrificing the quality of 
contractors. 

INCREASE INCENTIVE PAYMENTS TO CONSTRUCTION MANAGEMENT 
AT RISK FIRMS IN SPECIAL CIRCUMSTANCES 

Current law caps the incentive payments that public agencies are authorized to 
pay construction manager at risk firms at 1% of the project’s total construction costs. 

This legislative proposal would add a provision that under special circumstances, when 
unique project requirements and circumstances warrant, public agencies may increase the 
incentive payment to 1 'A % of the estimated construction costs. According to the 
governor’s procurement task force, this proposal will encourage construction contractors 
to expedite the project schedule and subcontractor selection or to minimize costs. 

A+B BIDDING 

Under current state law, “horizontal” construction contracts (i.e., road and bridge 
contracts) must be awarded to the lowest responsible and eligible bidder. To facilitate 
compliance with ARRA’s “use-it-or-lose-it” deadlines, this provision allows ARRA- 
funded horizontal construction projects to be awarded using what is termed “A+B 
bidding,” which means cost plus time bidding. With this change, agencies would be able 
to factor in the amount of time it will take a bidder to complete a project in addition to the 
cost. 


MASSACHUSETTS WATER POLLUTION ABATEMENT TRUST BOARD 
REVOLVING FUNDS AND FUND TRANSFERABILITY 

Under current state law, Massachusetts Water Pollution Abatement Trust 
(“MWPAT”) loans must carry a 2% interest rate. ARRA requires states to provide a 
deeper subsidy for clean water and drinking water programs, which means that we must 
amend state law to authorize the MWPAT board to distribute monies from the state’s 
revolving fund pursuant to terms that are consistent with federal law. ARRA also 
provides additional money to the Clean Water fund and provides states, if their law 
permits it, with a limited ability to transfer funds between Clean Water and Drinking 
Water funds. This proposal amends state law to authorize this transferability, which will 
allow additional resources to be applied to the Drinking Water program. 

COMPTROLLER MAY AUTHORIZE EXPENDITURES WHEN THERE IS A 
TIMING DISCREPANCY 

This proposal provides that the comptroller may authorize department 
encumbrances and expenditures in anticipation of federal ARRA funds. This change will 
help to accommodate timing discrepancies between the receipt of revenues and related 
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expenditures. Prior to authorizing the expenditure, the department head must certify 
available accounts in the fiscal year. 

MATCHING FUNDS 

This legislative proposal establishes a process for departments to follow when 
receiving ARRA federal funds that require matching funds. The proposal would require 
applying departments to notify the Secretary of A&F of the requirement, and the A&F 
Secretary would then direct the comptroller to create matching accounts to allow 
expenditure without further appropriation. The Secretary of A&F must notify the joint 
committee on veterans and federal affairs and the ways and means committees of this 
action. 
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POOL ADMINISTRATIVE COSTS 

To accommodate timing discrepancies and the rigid deadlines for using ARRA 
funds, this proposal authorizes the Secretary of A&F to allow the pooling of 
administrative costs of implementing ARRA projects into trusts and then gain recovery 
on those costs. This proposal enables the state to efficiently administer the programs. 

SPECIAL TRANSFER FOR UNEMPLOYMENT INSURANCE 

Pursuant to ARRA, the federal government will be making a special transfer of 
$1 1,620,239 to the Commonwealth for certain limited unemployment insurance 
administrative purposes. This proposal permits the limited use of these funds without 
further appropriation. 

APPRENTICESHIP TRAINING REQUIREMENTS 

This proposal would require that at least 20% of the labor hours on ARRA-funded 
constmction projects costing $ 1 million or more be performed by apprentices, as defined 
byG.L. c. 23, §§11H, 111. 

A major goal of ARRA is to create jobs. The apprenticeship training program is a 
proven method for creating jobs for the long-term unemployed and otherwise 
disadvantaged populations. The apprenticeship program creates jobs and ensures jobs 
with middle-earning capacity and skills. This is a cost efficient workforce development 
tool and the most affordable option available to workers and employers. Moreover, 
employers with registered apprentice programs are more likely to be Massachusetts 
employers. 

EMPLOYEES HIRED TO WORK ON ARRA PROJECTS WILL BE FUNDED 
BY ARRA 

Tliis proposal provides that employees hired to perform work related to ARRA 
will be paid through accounts established solely for the purpose of effectuating ARRA. 
The proposal prohibits the expenditure of funds not related to ARRA on ARRA-related 
employees. It also prohibits the expenditure of ARRA funds on projects or employees 
not related to ARRA. This provision also clarifies that ARRA-related positions will be 
eliminated once the federal funding ends. 

EMPLOYEES HIRED AND PAID FROM ARRA FUNDS ARE NOT SUBJECT 
TO CIVIL SERVICE 

This proposal provides that employees hired by the state and paid from federal 
funds provided by ARRA are not subject to the state’s civil service laws. 

TECHNICAL ASSISTANCE AND CAPACITY BUILDING PILOT PROGRAM 
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This proposal will create a pilot program that provides technical assistMice and 
capacity building to promote, encourage and facilitate the participation of minority and 
women owned business enterprises and small businesses in ARRA-funded public 
construction and public works projects. 

ESTABLISH SURETY BOND GUARANTEE PROGRAM 

This proposal authorizes the creation of a surety bond guarantee program to 
prescribe and guarantee any surety against loss resulting from certain bond breaches for 
ARRA-funded contracts costing up to $250,000. A report on the issues confronting 
women, minority and small contractors shows that these groups sometimes have 
difficulty obtaining bonds. This proposal removes this barrier to participation in ARRA- 
funded procurement projects. 

REPORTING REQUIREMENT 

This proposal requires any entity located in the state that receives AREA funds to 
provide information to the state regarding its use of the funds pursuant to reporting 
requirements established by the Secretary of A&F. This provision will ensure 
transparency, accountability and efficiency. 

JOB POSTING REQUIREMENT 

This provision requires employers on all ARRA-funded projects to post notices of 
employment opportunities on the Commonwealth’s central job bank 
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MINI-COBRA PROVISION 

This provision amends the Commonwealth’s min-COBRA statute to provide 
individuals with the same extended election period provided to COBRA-covered 
individuals under ARRA. 

STATE LEGISLATIVE REPORTS 

These provisions direct the filing of periodic ARRA status reports with the state 
legislature. 

DEBARRED CONTRACTORS 

This provision prohibits debarred contractors from bidding on ARRA-funded 
projects. 

ADOPTION OF TOTAL UNEMPLOYMENT RATE TRIGGER 

Pursuant to the Federal-State Extended Unemployment Compensation Act of 
1970, this provision authorizes the Commonwealth to adopt a trigger for extended 
unemployment benefits that is premised on the total unemployment rate (“TUR”). 
Should the trigger go “on”, it will allow individuals extend their unemployment benefits 
by an additional seven weeks. 
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I. Executive Summary 

On behalf of the more than 275 people who participated on our Task Forces, we are pleased to 
publish this compilation of our work to mobilize the Commonwealth to make hundreds of millions of 
dollars of infrastructure investments with funding expected to be made available through the 
anticipated federal economic recovery legislation (the 'Federal Act"). In addition to identifying 
thousands of "shovel-ready" infrastructure projects across the Commonwealth, this report contains 
many recommendations for actions that can and should be taken to ensure the prompt and effective 
delivery of projects funded under the Federal Act. Thanks to the valuable and productive work of the 
Task Forces reflected in this report, the Commonwealth will not only be better prepared to take 
advantage of the opportunity presented now by the infrastructure funding provided under the Federal 
Act, but also to more thoughtfully and effectively use its own resources to make capital investments in 
the years to come. 

Although the work of the Task Forces is a significant first step toward mobilizing the Commonwealth 
to promptly and effectively invest infrastructure funding made available under the Federal Act, it is 
only that - a first step. As the Task Force reports indicate, there are many next steps that the 
Commonwealth needs to take to fully prepare for the federal funding. Many of those next steps are 
already being taken, and this report will serve as a valuable guide in our continued mobilization effort 
and in the implementation of projects ultimately funded under the Federal Act. 

As described in more detail below, it is particularly important that readers of this report understand 
that the lists of potentially eligible projects included in this report are a work in progress. The lists 
have been separated into two categories: (1) a list that includes all projects that state agencies 
represented on the Task Forces have preliminarily determined to be “shovel-ready” based on their 
evaluation of project readiness, and (2) an unreviewed list that includes all projects submitted to Task 
Forces that have not yet been independently evaluated by state agencies to confirm that they are 
"shovel-ready." These lists will be pared down further following additional project readiness 
evaluations. Moreover, all indications are that the Federal Act will significantly limit the potential for 
projects listed in this report to receive federal funding by restricting the funding to a more limited 
scope of projects and by limiting the amount of funding available for such eligible projects. As a 
result, most of the projects on the lists included In this report will not ultimately receive 
funding under the Federal Act. 

Establishment of Task Forces and Mission 

About six weeks ago, Governor Patrick asked us to establish task forces to begin the work of 
mobilizing the Commonwealth for the potential receipt of hundreds of millions of dollars from the 
federal government for "shovel-ready" infrastructure projects. At that time, then President-elect 
Obama and members of Congress were formulating a federal economic recovery bill that, among 
other funding initiatives to stimulate the economy, was likely to include significant funding for 
infrastructure projects. It was also clear at that time that the incoming Obama Administration and 
Congress were intent on targeting the infrastructure funding to projects that could commence quickly 
to create jobs in the near term and that, if stales did not use the funding quickly, the funding would be 
reallocated to other states. 

The Governor recognized that the prospect of receiving hundreds of millions of dollars of federal 
funding for infrastructure projects presented the Commonwealth with an historic opportunity - an 
opportunity that the Commonwealth could not afford to lose. In addition to creating thousands of 
desperately needed jobs throughout the Commonwealth, the federal funding will allow the 
Commonwealth to lay the foundation for long-term economic strength by investing in energy 
efficiency and clean energy, better schools and college facilities, improved roads, bridges and rail 
service, a more efficient and cost-effective health care records management system, broadband 
expansion and more. Taken together with the increased capital investments we are making pursuant 
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to the state’s capital budget, the federal infrastructure funding will help to revive our economy today 
and rebuild Massachusetts for tomorrow. 

The Governor also recognized that seizing this historic opportunity presents an enormous challenge 
for the Commonwealth, it will be a challenge to build the capacity to deliver hundreds of millions of 
dollars of infrastructure prefects in addition to the projects already planned and being funded from 
state and local resources. This capacity challenge exists for both the public agencies that will 
administer the projects and for the private sector contractors and workforce that will deliver the 
projects. It will also be a challenge to overcome the typical obstacles to speedy project delivery to 
ensure compliance with the deadlines in the federal legislation, while also preserving the protections 
built mto the project delivery process necessary to ensure taxpayer funds are being spent wisely. 

To meet these challenges and to seize this historic opportunity, the Governor charged us with 
creating the following Project Delivery Task Forces to focus on specific types of infrastructure 
investments: 

a) Energy 

b) Education Facilities 

c) Transportation 

d) information Technology (including electronic medical records) 

e) Private Development (including broadband expansion) 

f) State Facilities and Courts 

g) Municipal Facilities 

The Governor directed that each of these Project Delivery Task Forces develop work plans for prompt 
and effective delivery of projects that could be funded under the Federal Act. Specifically, he asked 
that these work plans include at least: (i) a statement of overall objectives; (ii) a list of "shovel-ready" 
projects, including project description, location, cost, schedule and agency or entity responsible; 

(iii) staffing plans for public agencies that would implement the projects; (iv) any gaps or barriers to 
meeting the objectives and plans for addressing them; and (v) metrics by which to measure success 
in meeting the objectives. 

The Governor also charged us with establishing the following three additional Task Forces to support 
the work of the Project Delivery Task Forces in developing plans for addressing common obstacles to 
project implementation: 

• Workforce - This Task Force was charged with developing plans to mobilize both the state 
and the private workforce, including strategies to accelerate hiring and ensure inclusion of 
underrepresented communities. 

• Permitting - This Task Force was charged with assisting with efforts to speed up state and 
local permitting processes for ready-to-go projects identified in the work plans, 

• Procurement - This Task Force was charged with assisting with ways to simplify and speed 
up the procurement and contracting processes consistent with transparency, accountability, 
and a fair opportunity for small businesses, including M/WBEs, to participate. 

Finally, the Governor directed that the work of our Task Forces to mobilize the Commonwealth to 
make these infrastructure investments be consistent with the following Guiding Principles : 

a. Invest for the Long Term. All projects under this program should have a tong-term benefit, in 
addition to the stimulus effect of putting people back to work now, 

b. Limit Impact on Operating Budgets. Prefer investments that will reduce - or at least not add to 
- demarrds on the operating budget. 
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c. Follow Established Infrastructure Priorities. Make choices based on the infrastructure 
priorities recently approved by the Development Cabinet. See Appendix 1 - Development 
Cabinet Infrastructure Priorities for a listing of these priorities. 

d. Diversify. Subject to whatever constraints there may be in the Federal Act, identify projects for 
funding in a manner that ensures funds will be allocated across a variety of industries and 
geographic locations. 

e. Buy Massachusetts. To the extent possible, contract with Massachusetts contractors, purchase 
goods and services from Massachusetts companies, and hire Massachusetts people. 


Approach of Task Forces in Developing Reports 

Pursuant to Governor Patrick's direction, we established the Task Forces in late December. Each 
Task Force was composed of a broad representation of public officials and private sector 
stakeholders to ensure that its work benefited from a wide range of relevant perspectives and 
expertise. In order to avoid potential conflicts of interest, however, no representatives of private sector 
companies that might ultimately bid for work on projects funded under the Federal Act were permitted 
to participate as members of any Task Force. Each Task Force met regularly through the end of 
January and Task Force members invested a significant amount of time and resources during that 
period to contribute to the work of the T ask Forces. Each of the Task Force reports that follows 
identifies the members of the Task Force and the process it followed in carrying out its mission. 

Although the mission and subject matter of each Task Force was different, there are certain 
assumptions underlying the work of each Task Force, and approaches taken by each Task Force, 
that were common among them. A brief description of these underlying assumptions and approaches 
is set forth below. 

Project Readiness Eligibility Standard . When the work of the Task Forces commenced, a draft of the 
Federal Act was not yet publicly available. Although a “use it or lose if provision was expected to be 
included in the Federal Act, it was not known with certainty what the Federal Act would require with 
respect to the time within which projects funded under the Federal Act must commence. 

To be conservative, all Project Delivery Task Forces limited their development of lists of “shovel- 
ready" projects to projects that could actually start work within 1 80 days from the end of January, This 
eligibility standard does not include projects that could start only the design phase within 180 days; 
rather, the commencement of construction or comparable work has to be achievable within 180 days. 

The lists of projects developed by the Project Delivery Task Forces fall into two general categories 
and are presented separately in this report: (1) projects that state agencies have preliminarily 
determined meet the 180-day readiness eligibility standard after conducting a diligent evaluation of 
project readiness and otherwise further objectives developed by the related Task Force (see Table 1), 
and (2) projects that municipalities or third parties have submitted to the relevant Task Forces for 
consideration that have not yet been independently evaluated by state agencies with respect to 
project readiness or furtherance of the related Task Force's recommended objectives (see Table 2). 
The use of these two separate lists is intended to reflect the different stages in the evaluation process 
and where any particular project is in that process. With respect to those projects on the first list, 
state agencies have taken the following factors into account in assessing project readiness: design 
requirements, permitting requirements, site or right-of-way acquisition requirements, procurement 
requirements, and other requirements that need to be satisfied before starting a project that could 
prevent or delay the commencement of a project. 


February 2009 


Executive Summary 
Page 6 of 464 



558 


Mobilization for Federal Economic Recovery Infrastructure InvesUnent Report 


Table 1 - State-Reviewed, “Shovel-Ready" Project List 


Task Force 

Project Count 

Tota! Federal Act Request {$) 

Education Facilities 

698 

$2,219,854,900 

Energy 

258 

$1,159,289,990 

IT 

198 

$1,488,428,988 

Private Development 
(reviewed) 

194 

$1,356,009,670 

State Facilities 

1,665 

$1,426,069,815 

T ransportation 

237 

$1,939,713,799 

TOTAL 

3,250 

$9,589,367,163 


* Excludes identified duplicates 


Table 2 - Unreviewed List of Projects Submitted for State Consideration 


Task Force 

Project Count 

Total Federal Act Request ($) 

Municipal 

4,641 

$16,484,058,622 

Private Development (additional 



submissions) 

220 

$1,841,024,117 

TOTAL 

4,861 

$18,325,082,739 


* Exdudes identified duplicates 


Within the last two to three weeks and after the work of the Task Forces was well underway, different 
versions of the Federal Act emerged from Congress as it began its deliberations with respect to the 
legislation. Although the "use it or lose it" provisions in the bills are different among different versions 
of the bill and among different infrastructure programs within the bills, the 180-day project readiness 
eligibility threshold we used to identify “shovel-ready" projects generally appears to be a conservative 
readiness standard for satisfying the various “use it or lose it” provisions in the bills. The identification 
of extensive lists of "shovel-ready" projects using this conservative standard consequently positions 
Massachusetts well for meeting the federal time requirements and for possibly capitalizing on funds 
that could be reallocated from other states that are unable to meet the time requirements. 

Supplement Planned Projects . The primary purpose of the infrastructure funding provided by the 
Federal Act is to stimulate the economy and create jobs. In order to maximize the economic impact of 
infrastructure investments made under the Federal Act, the Project Delivery Task Forces assumed 
that the federally-funded projects would supplement - not supplant - projects currently planned to be 
funded from state or local resources. Specifically, Project Delivery Task Forces generally did not 
include any state-reviewed projects expected to commence in the current fiscal year for which funding 
is provided pursuant to the capital investment plan of the related public agency. This ensures that any 
projects funded under the Federal Act would be done in addition to capital projects expected to start 
in the near term for which funding is already committed. 

To the extent permitted under the Federal Act, we do recommend, however, that the Commonwealth 
explore the potential for funding any planned capital projects in the current fiscal year with funding 
under the Federal Act for the purpose of freeing investment capacity in the capital budgets of public 
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agencies to invest in other priority capital projects that are not eligible for funding under the Federal 
Act and that are not otherwise funded in the public agency's capital budget. 

Allocation of Federal Infrastructure Funds . As indicated above, the work of the Task Forces 
commenced before any draft of the Federal Act existed. In order to ensure that the Commonwealth is 
prepared to capitalize on the Federal Act regardless of how it provides for the disbursement and 
allocation of funding for infrastructure projects, the Governor structured the state’s mobilization effort 
to develop lists of a wide range of "shovel-ready” projects and to develop plans for promptly and 
wisely investing in that broad range of projects. Specifically, the Governor established certain Project 
Delivery Task Forces in anticipation of certain areas of targeted investment being included in the 
Federal Act - i.e., energy efficiency and renewable energy; transportation; schools; medical 
information technology; and broadband expansion - and he established certain “catch-all” Project 
Delivery Task Forces in the event that the Federal Act allocates federal infrastructure funding more 
broadly or provides the Commonwealth with discretion as to how to allocate such funding among 
“shovel-ready” projects - i.e., state facilities and courts; and municipal infrastructure. 

Versions of the Federal Act that have recently emerged in Congress indicate that federal 
infrastructure funding is likely to be targeted to particular types of infrastructure investments. The 
amounts ultimately available for certain types of infrastructure investments, and the manner in which 
such funds will be distributed, will not be known with certainty, however, until a final version of the 
Federal Act is enacted. 

Job Estimates. The primary objective of the federal infrastructure funding to be provided under the 
Federal Act is to create jobs. Consequently, the number of jobs created by any "shovel-ready" project 
identified by the Project Delivery Task Forces will be an important measure of success in meeting this 
objective, and, if the Commonwealth or any federal agency is granted discretion in allocating any 
portion of the federal infrastructure funding among eligible projects, the expected number of jobs to 
be created by a project will be an important factor in determining whether or not the project receives 
funding. 

Estimating job creation that will result from capital projects is not an exact science, and there are a 
number of different methods for developing such estimates. For purposes of evaluating the job 
creation potential of any project, we are using the following methodologies for estimating the number 
of direct jobs (not induced jobs) that would be created for the following different types of projects: 

• 14 jobs per $1 million of horizontal construction (e.g,, roads, water and sewer)’ 

• 9 jobs per $1 million of vertical construction (e.g., buildings)’ 

The approach to estimating anticipated jobs created as a result of the Information Technology 
projects began with a data request from the Chief Information Officer of the Commonwealth to each 
Secretariat to compile project details. Each Secretariat included an estimate of both state/entity staff, 
as well as anticipated external contracted resources required for each IT project. As an additional 
validation step and to complement the self-reported jobs estimates by project, the Task Force 
performed an analysis of total jobs created by utilizing the Secretariat-reported percentage of each 
project budget associated with labor, as well as an average industry standard hourly rate, and 
estimated hours per FTE per year to determine a calculated jobs estimate. A comparison of the self- 
reported internal and external jobs estimate, with the calculated jobs estimate, yielded a delta of +/- 
5%, and general consensus from the Task Force that the self-report jobs estimates were sound. 


' Job estimates are based on the horizontal and vertical construdion composite data developed by the Task Forces and industry 
references such as the Federal Highway Administration and the Association of General Contractors. The Municipal Task Force used 
a blended rate (11.5 jobs per $1 million) of the horizontal and vertical job creation estimates. This is due to the diverse nature of the 
projects submitted and varying level of detail in the submissions; there w/as not a way to consistently label each municipal project as 
either vertical or horizontal. 
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While the job estimates developed from these methodologies are considered to be conservative, 
there is no certainty about, and no assurance can be given about, the number of jobs that will actually 
be created as a result of any of the projects identified in the Project Delivery Task Force reports. 

Recommended Next Steps 

Each of the Task Force reports included in this compilation contains a number of recommended 
action items to mobilize the Commonwealth to promptly and wisely invest the anticipated federal 
infrastructure funding to create jobs and to lay the foundation for long-term economic growth in 
Massachusetts. In addition to following those recommendations, we recommend that the following 
steps be taken to ensure the success of the Commonwealth's implementation of the federal economic 
recovery infrastructure program. 

Appoint a Federai Economic Recovery Project Director . We recommend that the Governor appoint a 
Project Director to oversee the Commonwealth's implementation of the federal economic recovery 
infrastructure program. The Project Director should be charged with coordinating, monitoring and 
assisting state agencies and municipalities in the implementation of projects consistent with the 
Federal Act and the recommendations of the Task Forces. The Project Director should also serve as 
the central interface with the federal government and the public regarding the federal infrastructure 
initiative, and he or she should take responsibility for ensuring compliance with federal requirements 
and meeting expectations for transparency and accountability. Appointing a Project Director to play 
this role makes particular sense in light of the significant reporting and accountability provisions in the 
versions of the Federal Act being considered in Congress and the decentralized approach to 
distributing infrastructure funding to state agencies and municipalities contemplated by the Federal 
Act. 

The Project Director should be hired, and the office of the Project Director established, as soon as 
possible. The federal legislation could be enacted as early as mid-February. There are many action- 
items being recommended by the Task Forces and there are many organizational systems that the 
Project Director needs to establish. 

Transparency and Accountability . The Commonwealth will likely be receiving hundreds of millions of 
dollars to invest in infrastructure projects in a very short period of time. This is an historic opportunity 
for the Commonwealth to make a measurable and positive impact on our economy and on our future. 

It also presents enormous challenges for the Commonwealth, including the risk of mismanagement 
and waste inherent in the amount of federal funding anticipated the decentralized approach to 
spending the federal funds and the pressure to spend the funds quickly. 

We must rise to this challenge and take advantage of the opportunity presented by the federal 
economic recovery infrastructure program to regain public trust in government management of major 
capital investment projects. Through this program, we can - and we must - demonstrate that the 
Commonwealth can manage the federal funds responsibly and invest the funds wisely to serve the 
best interests of the Commonwealth. 

In order to ensure that the officials throughout government who will be implementing this program 
meet this challenge, we recommend that the Commonwealth establish and impose requirements for 
an unprecedented level of transparency and accountability. Based on versions of the Federal Act 
currently being considered in Congress, it appears that the Federal Act will also be imposing new 
requirements to provide for increased transparency and accountability. 

At a minimum, we recommend that the following steps be taken to achieve this unprecedented level 
of transparency and accountability. 

• Central State Website - Establish a central website similar to that proposed at the federal 
level that would not only include all of the information about projects funded under the 
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Federal Act that the central federal website will include, but also: notice of any procurement 
for projects being funded under the Federal Act; a copy of each contract entered into by an 
agency with federal infrastructure funding; actual performance in implementing projects 
compared to original project budgets and schedules; reporting on metrics for measuring 
success of federally-funded investment programs recommended by the Task Forces; and all 
other information regarding the state’s implementation of the program that should be 
available for public review. This central website should serve as the primary communication 
and reporting tool for the Commonwealth’s implementation of the federal economic recovery 
infrastructure program. 


• Independent Auditing and Enforcement - It is critical that the Inspector General and State 
Auditor have the resources to proactively audit contracts funded under the Federal Act and 
the general management of the federal funds, and that the Attorney General's office have the 
resources to promptly and effectively pursue any claims of fraud or abuse. Support for the 
strong independent watchdog and enforcement roles that these offices play will be necessary 
to give the public confidence that public agencies will invest and manage the federal funds 
wisely. 


File Legislation Needed to Implement Recommendations . Certain of the recommendations we have 
made In this introductory statement and many of the recommendations made in the various Task 
Force reports require legislative authorization. Legislative language to provide such recommended 
authorizations is in the process of being drafted. This state legislation may also need to respond to 
and be informed by the provisions in the final, enacted version of the Federal Act. Consequently, we 
recommend that state legislation necessary to effectively implement the federal infrastructure 
program be filed immediately upon passage of the Federal Act and that the Governor seek prompt 
passage by the Legislature, 

Continue to Refine Project Lists. State agencies should continue to evaluate the projects included in 
this report for readiness and for furtherance of the capital investment objectives developed by the 
Task Forces, In addition, state agencies will need to evaluate projects for compliance with the 
readiness requirements for eligibility within the specific funding programs ultimately included in the 
Federal Act. As this evaluation process progresses, we anticipate that many of the projects listed in 
this report will be deemed ineligible for funding under the Federal Act and that the amount of federal 
funding ultimately available to fund capital projects in Massachusetts - while significant - will only be 
sufficient to fund a small portion of the projects identified in this report. 

Model of Civic Engagement 

The Task Forces proved to be a model of civic engagement. A broad range of stakeholders and 
experts were actively engaged in the process of determining how to mobilize the Commonwealth for 
this extraordinary opportunity, and the value of their input and participation is reflected in this report. 
Each and every member of the Task Forces came ready to answer the Governor's call to mobilize the 
Commonwealth with a spirit of collaboration, hard work and commitment to positioning the 
Commonwealth to effectively take advantage of the opportunity presented by the federal economic 
recovery infrastructure funding. It was an invigorating, informative and valuable process for all of us, 
and we believe the members of the Task Forces appreciated the opportunity to participate in and 
contribute to this important mobilization initiative. We expect to reconvene the Task Forces in the 
future to seek their guidance as we move into implementation of the federal infrastructure program. 


Respectfully submitted, 
TASK FORCE CHAIRS 
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Lieutenant Governor Timothy Murray - Municipal Infrastructure 

Secretary Ian Bowles - Energy 

Secretary Suzanne Bump - Workforce Devetopment 

Secretary Dan O’Connell - Private Development 

Secretary Paul Revilie - Education 

Undersecretary Greg Bialecki - Permitting 

Undersecretary Jay Gonzalez - Procurement 

Undersecretary Jay Gonzalez - State Facilities and Courts 

Undersecretary Jeff Mullan - Transportation 

CIO Anne Margulies - Information Technology 
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II. Task Force Overview — Project Delivery Task Forces 


Education Facilities Task Force 

1. Introduction 

The Education Facilities Task Force was charged with ensuring that the public education sector in 
Massachusetts is ready to act with a coordinated and effective response to the anticipated American 
Recovery and Reinvestment Act of 2009 (the Federal Act) for investment in public education capital 
projects. To this end, Task Force members submitted an extensive list of projects that are or can be 
ready to begin work within the 180day “shovel-ready" timeline. The lists submitted include a project 
description, information regarding project readiness, estimated costs, estimated number of 
employees (with associated occupational data) and an estimated completion date. 

The Task Force consisted of representatives from the relevant constituencies in public education. 
Including: municipalities; teachers' unions; the Division of Capital Asset Management (DCAM); the 
Department of Early Education and Care, the Department of Elementary and Secondary Education 
and the Department Higher Education; the University of Massachusetts and the state and community 
colleges; and the building authorities for K-12, the state colleges and the University of Massachusetts. 

The Task Force represents three areas of education: early education, K-12 and higher education. The 
objective of the task force was: (1) to compile a set of proposed projects across the education sector 
that are or can be “shovel-ready" within 180 days and which projects may therefore be eligible for 
capital funding to the extent such funding becomes available in the Federal Act bill; (2) to compile a 
set of prioritization criteria for the division of any available funding within each sector of public 
education; and (3) to include any recommendations for the federal legislation so that these 
recommendations are considered by Congress in the development of the Federal Act. 

The Task Force discussed establishing criteria and developing prioritized lists and raised possibilities 
for the federal legislation. Task Force members also submitted input outside of meetings directly to 
the Task Force Chair, Secretary Reville. The final product of the Education Facilities Task Force is 
comprised of the recommendations and prioritization criteria described herein as well as the attached 
project lists for charter schools, state and community colleges and the University of Massachusetts. 

2. Members 

Below are the representatives on the Education Facilities Task Force: 


1 Name 

Title 

Agency / Organization I 

Reville, Paul (Chair) 

Secretary 

Executive Office of Education 

Adelman, Ed 

Executive Director 

State College Building Authority 

Bowies, Ian 

Secretary 

Executive Office of Energy and 
Environmental Affairs 

Chester, Mitchell 

Commissioner 

Department of Elementary and 
Secondary Education 

Clark, Fred 

Executive Officer 

Council of Presidents, Massachusetts 
State Colleges 
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Name 

Title 

Agency / Organization | 

Beckwith, Geoff 

Executive Director 

Massachusetts Municipal Association 

Bolling, Bruce 

Executive Director 

Massachusetts Alliance for Small 
Contractors 

Craven, Katherine 

Executive Director 

School Building Authority 

Friedman, Eric 

Director of State 

Sustainability 

Executive Office of Energy and 
Environmental Affairs 

Gosnell, Tom 

President 

American Federation of Teachers, 
Massachusetts 

Kelley, Aundrea 

Acting Commissioner 

Department of Higher Education 

Kershaw, Amy 

Acting Commissioner 

Department of Early Education and 

Care 

McKenzie, David 

Executive Director 

University of Massachusetts Building 
Authority 

Motta, Jan 

Executive Director 

Massachusetts Community Colleges 
Executive Office 

Pardee, Mav 

Program Manager 

Children’s Investment Fund 

Ramirez, George 

General Counsel 

Department of Business and 

Technology 

Wass, Anne 

President 

Massachusetts Teachers Association 

Williams, Michael 

Director, Office of 

Programming 

Division of Capital Asset Management 

Wilson, Jack 

President 

University of Massachusetts 


3. Key Objectives of the Education Facilities Task Force 

The objective of the Education Facilities Task Force is to maximize the effectiveness and reach of 
any available capital funds to be used towards providing enhanced educational opportunities for 
students at every stage in their education. Each sector of the education system was represented on 
the Task Force from early education through higher education. Consequently, a primary goal of the 
Task Force was to identify the unique attributes of each sector and to set forth the relevant 
prioritization criteria. The next step is for the Secretary, as representative of all three sectors together, 
to take a holistic view of the Commonwealth’s education delivery system and apply the criteria in 
making recommendations to the Governor. 

Governor’s Guiding Principles 


Guiding Principles 

Description 

Invest for the Long 

Term 

All projects under this program should have a long-term benefit, in 
addition to the stimulus effect of putting people back to work now. 

Limit Impact on 
Operating Budgets 

Prefer investments that will reduce - or at least not add to - demands 
on the operating budget. 

Follow Established 
Infrastructure 

Make choices based on Development Cabinet infrastructure 
recommendations. 
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Guiding Principles 

Description 

Priorities 


Diversify 

Subject to whatever constraints there may be in the federal legislation, 
prioritize projects for funding in a manner that ensures funds will be 
allocated across a variety of industries and geographic locations. 

Buy Massachusetts 

To the extent possible, contract with Massachusetts contractors, 
purchase goods and services from Massachusetts companies, and hire 
Massachusetts people. 


other Guiding Principles and Criteria 

In addition to criteria laid out in the “Shovel-Ready Project" section below, other relevant facts and 
considerations include: 

• Campus-managed projects will have the quickest stimulus impact; 

• Public higher education institutions need to build capacity in response to rising consumer 
demand; 

• DCAM higher education facilities management capacity has been increased in anticipation of 
an increased level of GO bond-funded projects; 

• The Bond Bill project prioritization considered regional needs and Commonwealth workforce 
development priorities; 

• The extent to which the project is consistent with the Higher Education Bond Bill priorities 
(e,g., consideration of STEM benefit or other Commonwealth 
programmatic/occupational/industry priorities); 

• The ability of the investment to leverage capacity of other potential funds (e.g., planned 
MSCBA bond-financed projects over the next two years); 

• How much state General Obligation (GO) capital spending will occur over the next few years 
at selected campuses; and, 

• The square foot allocation of stimulus funds for deferred maintenance use. 

Consideration should also be given to issues more directly relevant to educational concerns but that 
remain consistent with overall state objectives. For example, higher education investment is an 
economic development investment; analysis has shown that the Commonwealth's return on 
investment in public higher education can exceed that of other state economic development 
initiatives. 

Additionally, for projects in every sector, the Task Force also recommend that consideration be given 
to whether the project fosters occupational safety and health goals. This factor speaks to investing for 
the long-term and will also limit the impact on operating budgets. Whether the project is abating 
asbestos in a school or replacing or updating equipment (such as ventilation systems) to improve the 
air quality in a school or other educational facility, these projects have long-term benefits to the safety 
and health of the building occupants: namely, educators, students and the general public. For 
example, an asbestos abatement project reduces the need for an ongoing operations and 
management plan to address existing asbestos in the school, which requires that the school contract 
with a consultant to develop and update the plan. Additionally, improvements to ventilation and other 
equipment generally reduce maintenance costs and are more energy efficient. 
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Massachusetts Public Higher Education Capital Master Planning Process 

The Massachusetts Public Higher Education Capital Master Planning Process, which was completed 
in 2008 and included comprehensive master plans for each state and community college considered 
within a regional context, can be instructive. The priorities that emerged from the capital master 
planning exercise were influenced by two key objectives: 

• Addressing overall institutional capacity deficiencies; and, 

• Enhancing program capacity in areas of economic need, especially STEM fields. 

The capacity issues that were not addressed in the comprehensive capital master planning process - 
because this effort was focused on academic and student support facilities - relate to housing and 
parking. Housing projects on Massachusetts public campuses do not receive state support and are 
true revenue-backed auxiliary enterprises. Housing projects can also have a significant impact on an 
additional educational priority, graduation rates, because residential status correlates strongly with 
persistence and graduation. Renovations of residential facilities and instructional facilities can 
increase capacity in terms of both overall enrollment and programs in high-need areas. Renovations 
to bring facilities into compliance with ADA regulations can increase capacity for students with 
disabilities. Additionally, only a few parking projects have been funded through the state G.O. 
process, and when they have, it has been combined with a roadway project. 

These capacity concerns are as real as academic space capacity matters. A number of colleges have 
submitted parking and road projects; these are projects that could be delegated by DCAM and could 
meet the “shovel-ready" and completion windows. On the housing front, currently community colleges 
are prohibited by statute from providing housing. Further, like the bond bill projects, these facilities 
would never meet the Imposed commencement and completion windows. As for the state colleges, 
housing is critical to retention efforts and a number of new facilities are in the planning stage (new 
residence hails at Salem and Worcester were to be funded in a February 2009 Issuance and new 
housing at Framingham and Mass Art, and possibly Westfield, were to be funded in a February 2010 
issuance). Unfortunately, the current market conditions have resulted in interest rates that make 
these projects financially tenuous. Support for residence hall construction meets Commonwealth 
economic development objectives (jobs and housing), higher education objectives (increased 
retention and graduation rates), and economic stimulus objectives (short-term, and leveraged, capital 
investment), 

4. “Shovel-Ready” Projects 

Evaluation of project readiness and prioritization criteria for entities within each sector is described 
below. The entities are treated differently depending on whether they are public or private and 
depending on the mechanisms already in place to fund their capital needs. The Task Force gathered 
extensive lists of proposed capital projects for state and community colleges, the five campuses of 
the University of Massachusetts and charter schools. For K-12 districts, early education providers and 
private colleges and universities, the Task Force recommends different approaches to prioritization. 

The prioritization criteria reflect the objective of representing each sector in education from early 
education through higher education across the Commonwealth, including both public and private 
providers, and accounting for the unique attributes of each. 

Early Education Providers and Private Colleges and Universities 

Because early education providers and private colleges and universities are not public entities, the 
Task Force has taken a different approach for their projects. The Task Force is not treating individual 
requests from private educational institutions as projects for prioritization, but rather, consistent with 
the Private Development Task Force’s suggestion, the Education Facilities Task Force recommends 
creating a fund that would provide grants and/or low-interest or no-interest loans to educational non- 
profits for stalled repair.’rehabilitation and construction projects. Should such a fund be created, a set 
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of criteria that reflects the prioritEation of early education and low-income students and ensures the 
distribution of these funds in a manner consistent witti the state’s overall goal of creating a seamless 
birth-to-higher education system will be developed. 

The Task Force also proposes a federal guarantee for bonds issued for these purposes. This will 
permit any project funding that may flow from the Federal Act to be focused on this work, white 
issuers of municipal bonds, which have access to project revenues, could also benefit from a reduced 
cost of borrowing to reduce the cost to students and other facility users. Presently issuers of tax- 
exempt revenue bonds are not able to readily access the credit markets due to high interest rates, 
which push the cost of capital above that which can be supported by affordable project costs, and a 
“flight to quality" which has reduced demand for all but the very highest rated issues, A federal 
guarantee would limit the extent of this problem. 

Under this proposal, the federal government would guarantee the first $150 million of an A-rated 
issuer’s municipal bonds for infrastructure and educational facility projects issued prior to June 30, 
2009, This would substantially reduce the cost of borrowing for the issuer (and, hence, the cost to the 
rent and rate payers) while not requiring the federal government to pay a direct cost. This would 
stimulate economic activity in the near term while allowing the normal processes of issuing debt and 
collecting project revenues to continue as usual. There are many issuers across the Commonwealth 
and the country that might otherwise need to defer critical projects and their accompanying economic 
activity- Issuers with A ratings are extremely unlikely to default on these bonds. 

K.12 

Projects in the K-12 sector represent a significant opportunity for purposes of both enhancing the 
quality of educational opportunities and as a method of economic stimulus. The Massachusetts 
School Building Authority (SBA) manages the state school building grant program for K-12 public 
school district facilities. SBA dollars help municipalities and regional school districts with local 
operating budget shortfalls, lowering local tax rates and using funds formerly tied up in school debt 
service for other local capital improvement projects. 

Over the past several years the SBA has developed a thorough and efficient system for administering 
and overseeing public funds to K-12 public district schools. For any federal funds that become 
available, then, distribution through the SBA would provide more accountability and quality control 
than a general distribution of funds to municipalities. The SBA currently has a long list of projects in 
its pipeline at varying stages of readiness. If a significant amount of money becomes available via the 
federal legislation for K-12 construction, there are a number of alternative ways to spend it, including 
institution of; 

• An improvement program for machinery and equipment at vocational high schools; 

• A program of “accelerated design’ using model schools; 

• A program of repairs and modernization projects; 

• Paying for a percentage of the local share of a broad distribution of planned projects in the 
existing pipeline; and, 

• Incentivizing various steps towards districts providing regionalized services. 

Alternatively, if the amount of money available through the Federal Act is more modest, it would be 
sensible to have the SBA administer a statewide small repairs program. 

Charter Schools 

Charter school facilities require a unique set of considerations. To the extent allowed by the federal 
legislation, the distribution of capital funds to these important public schools will be facilitated. 
However, the analysis of when, to vrtiat extent and how public dollars are used to finance charter 
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facilities is complicated by the following set of circumstances. Unlike with regular district schools, 
which use SBA funds to pay for 40% to 80% of their building costs, there is currently no entity in place 
to fund charter school construction. Charters get a per pupil amount from the state for facilities (in 
fiscal year 2009, this amount was $893/pupil), but they must otherwise rent or purchase space 
without state assistance. Additionally, in most cases, If a charter school were to close, the charter 
facility owned by the charter operator would become state property. For some charter schools this is 
not the case, and upon closing these charter schools would revert to a private property owner. 
Consequently, the answer to whether and how public funds should be used may depend on the 
ownership structure for each individual school. 

Higher Education 

The Higher Education projects include those recommended by 1) State and Community Colleges and 
2) the University of Massachusetts. The project identification, categorization and prioritization 
processes are different for each of these groups. 

11 State and Community Colleges 

For state and community college projects the Task Force proposes can be categorized in three broad 
areas: 1) General Campus Allocations, 2) Mid-Sized Project Allocations and 3) Large Size Project 
Allocations. This proposed categorization approach will ensure; 

• Broad geographical coverage and operating budget relief while investing in necessary capital 
maintenance; 

• Completion of significant mid-scale adaptation and new capital projects that are difficult to 
fund from campus operating budgets that are also not identified in the higher education bond 
bill (as this bill focused predominantly on large-scale, new construction projects); and, 

• Escalation (and in some instances expansion) of bond bill-identified priority projects that will 
facilitate implementation of all higher education capital master plan priority projects over time. 

For each of these three allocation categories, projects that are “shovel-ready" within 180 days have 
been identified. Additional description on the types of projects in each category, their funding 
mechanisms and proposed management structure is provided below. 

1) General Campus Allocations 

Includes funding for deferred maintenance, adaptation, and renewal of facilities at each of the 
Commonwealth's state and community colleges. Funding could be allocated on a square footage 
basis, as has occurred in the past using an allocation of GO bond deferred maintenance support. 
These funds would also partially alleviate operating budget reductions resulting from decreased state 
appropriation support. Finally, locally-managed individual projects would generally be less than $2 
million and could be completed quickly. The current individual project campus-management 
delegation cap is $1 million (a request has been submitted to raise cap to $2 million). 

2) Mid-Sized Project Allocations 

Campus-identified projects exceeding $2 million are included in this category and would be managed 
by DCAM or the Massachusetts State College Building Authority (MSCBA) as new stand-alone 
projects or combined with current DCAM or MSCBA projects. Funding would be allocated to campus- 
identified projects determined to meet “readiness" criteria and consistent with the articulated “Guiding 
Principles." Lower range projects could be initiated as new DCAM or MSCBA projects that could meet 
spending timeline criteria and upper range projects could be appended to existing DCAM or MSCBA 
projects with designers and contractors under contract. 
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3) Large Size Project Allocations 

Funding could support currently ongoing projects managed by DCAM or MSCBA, and/or expansion 
or escalation of those projects. Projects in this category would generally exceed $8 million but can still 
meet spending timing criteria. 

Part of these considerations should account for whether the project can be assigned to the MSCBA, 
can be managed locally or whether the project has to be managed through DCAM. Any project 
costing more than $5 million and up to $8 million, even it it were ready to bid today, would take 
significant time to ramp up and could span more than two years. If the state does choose to 
undertake a few large projects (above the noted dollar thresholds), campus academic capacity should 
be considered as confirmed by utilization studies completed as part of campus Capital Master 
Plans; the state should also recognize that these projects could go beyond two to three years. 


2) University of Massachusetts 

Below are the prioritization criteria the Task Force recommends for University of Massachusetts 
projects: 

Institutional Strategic and Long-Range Planning: The degree to which a project supports the 
University’s strategic priorities and aligns with the University's Capital Plan: 

• Enhance Student Learning Experience 

• Maintain Affordability and Access 

• Strengthen Research Enterprise 

• Improve Delivery of Administrative and IT Services 

Assumptions and forecasts may include such indicators as demographic, economic, and 
technological issues affecting the University's programs and services. 

Commonwealth or Education Sector Initiatives: Project is a crucial part of the government's growth 
plan or impacts a population group, geographical area, or political jurisdiction of special concern. 
Projects may be used to enhance specific instructional capabilities, improve the economic 
development potential for Massachusetts, or provide better service to the Commonwealth's citizens. 
Projects should be selected based on their potential to spur innovation and discovery. 

Responsible Stewardship: Project is necessary to maintain the functional level of existing assets. 
Focus should be placed on working on issues that if not resolved will prove to be a drain on resources 
in the future. 

Environmental Benefits: Project will result in energy conservation, water conservation, or hazardous 
material remediation. Projects that encourage sustainable activities and further develop green 
engineering. 

Leverage Existing or Potential Funding Sources: Complete projects that are only partially funded or 
that could lead to additional support. In addition, any project with strong potential for cost recovery 
should be funded. 
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Project Criticality: 

• Life Safety Emergency- Project directly relates to protecting lives or correcting hazardous 
conditions. 

• Code/Lega! Compliance - If the project is not funded, legal action against the University is 
possible, 

• Prior Binding Commitment - The project is required to be undertaken due to commitments 
created through actions of the Commonwealth or the University, 

• Agency Mission - Functional projects that enable an agency to fulfill a core mission. 

Immediate and Long-Term Job Creation: Support projects with the highest amount of construction 
jobs created and projects which have documented job growth studies reflecting the number and types 
of occupations to be employed. 

Other Considerations: An open category for projects that present unique opportunities or extenuating 
circumstances not covered by the other criteria. 

5. Projects 

For a detailed list of projects see Project List in Part 4 in the report. The table below provides a high- 
level summary of project costs by each entity: 


Types of Projects 

Total Federal Act Request 
($ Millions)* 

state & Community Colleges 

$2,215 ** 

UMASS 

$831.5" 


• State & Community Colleges the $ amount includesiS OCAM prefects and 17 MSCSA projects 

“Excluding duplicates with DCAM the Total Federal Act Request for Stale and Community Colleges is SI, 330 MM and $735 MMfor UMASS. 
Please refer to Section IV of the report for a detailed list of duplicates 


6. Agency Staffing Plans 

The following table provides a summary snapshot of the staffing needs discussed in more detail 
throughout this section. 



K-12 and Charter 
Schools 

Higher Education 
(DCAM) 

University of 
Massachusetts 

Federally funded 

,25-2 

See DCAM staffing plan 

1 

FTE Request 


in the State Facilities 


Based on Agency 


and Courts Task Force 


Staffing Analysis 


Section 



K-12 and Charter Schools 

If the Federal Act requires that aid for district K-12 schools is to be sent directly to local educational 
authorities, staff time will need to be devoted to basic grant administration (processing applications, 
distributing funds, collecting required reporting) and oversight (desk or on-site monitoring to see that 
funds are spent on construction and in accordance with requirements). If, however, the Federal Act 
allows a state entity to distribute the funds via a state-determined process, the SBA would be the 
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likely administrator. Depending on the level of funds provided and oversight required, additional 
staffing may be required to administer these funds to district schools. 

If the Federal Act requires that stimulus funds for charter schools are to be distributed directly to local 
educational authorities, there will need to be staff time devoted to basic grant administration 
(processing applications, distributing funds, collecting required reporting) and oversight (desk or on- 
site monitoring to see that funds are spent on construction and in accordance with requirements). 
Depending on the level of oversight, .25 to .50 additional FTEs may be required to administer these 
funds to charter schools. 

If, however, access to stimulus funds for capital projects were allowed to be determined based on a 
state-level review process (focusing, e.g., on need or other criteria), with evaluation of project plans, 
etc., depending on the competitiveness of proposals and number that were able to be funded, 1 .0 to 
2.0 additional FTEs may be required to administer the funds to charter schools in this manner. 

These staffing requirements may be lower if federal funds for charter schools are administered from a 
single office (e.g., School Building Authority, single contractor or MSCBA) in conjunction with the 
other public school construction projects. 

Higher Education 

A comprehensive list of potential Federal Act higher education capital projects has been compiled 
under the auspices of the Executive Office of Education. The Higher Education projects include those 
recommended by 1) State and Community Colleges and 2) the University of Massachusetts. The 
staffing plan for these projects corresponds to the three categories identified in the previous section of 
this report, as well as a fourth category for University of Massachusetts projects to be managed by 
the UMass Building Authority, 

Campus-submitted projects range from small, deferred maintenance projects to large, new 
construction projects. Projects are categorized below by the manner in which project management 
could occur; each of these models have varying oversight approaches: 

1) Campus Management - Smaller scale primarily maintenance and renovation projects (delegated 
projects up to $2.0 million total project cost). At campuses, existing facilities staff oversee the 
procurement process while contracting for specific services, 

2) Massachusetts State College Building Authority (MSBCA) Management - Residence and 
selected non-academic facilities projects at state colleges. In-house project coordinators act as 
both project managers and oversee project-specific contracted project management consultants. 

3) DCAM Management - Manages “large scale" and other selected projects with in-house, full-time, 
staff that serve as project managers (campuses also often employ/assign additional "owners 
representatives’ for large-scale DCAM projects). 

4) UMass Building Authority - Manages selected residence, academic, and non-academic facilities 
at the University of Massachusetts campuses. UMass also has in-house project coordinators that 
manage and oversee projects, similar to the MSCBA. 

The ability to undertake projects through four different management arrangements provides desirable 
flexibility and capacity to meet Federal Act spending criteria stipulations. 

DCAM has submitted a staffing plan based on an assumed level of $300 million in federal funding for 
projects (higher education as well as other state agencies) to be managed directly by DCAM. Based 
on various assumptions, DCAM has estimated the need for 53 FTEs to manage their overall project 
workload ($300 million in projects). Of the over 400 potential State College and Community College 
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projects totaling over $1 .4 billion that were identified as part of the Executive Office of Education 
potential capital projects identification process, 21 projects totaling approximately $85 million have 
been affirmatively identified by DCAM - that DCAM would manage - for Federal Act funding 
consideration. 

MSCBA has affirmatively identified 16 projects totaling approximately $52 million - that MSCBA 
would manage - for potential federal funding consideration. Except for the two proposed athletic field 
projects, proposed MSCBA-managed projects have already been assigned to in-house staff and 
contracts have been signed with project management consultants and an architect/general contractor 
team for each project. Cost for project management staff and consultants is included in the noted 
projects requested funding. Similarly, the University of Massachusetts Building Authority has 
assigned current projects - that meet stimulus priorities and spending window stipulations - to in- 
house staff with independent management consulting contracted as necessary with costs included in 
the projects funding requests. 

Campuses oversee local capital procurement through in-house staff and contracted support 
(predominantly architectural and engineering). Capacity exists at the campus level to manage 
potential federally-funded capital projects; many projects that have been forwarded for federal funding 
consideration have been fully developed and are ready to bid, and that would have been paid for 
through local funds, but have been put on hold due to reduced state appropriation support. An 
allocation of approximately $100 million across the system could be addressed by current staff at the 
1 5 Community Colleges, nine State Colleges, and five University of Massachusetts campuses (as this 
level of capital spending is not significantly greater than annual locally-funded capital procurement 
levels). Potential federal funding allocations exceeding this scope may need premium funding for 
additional contracted management support (alternatively, campuses would likely allocate a portion of 
requested project funds to additional management consultant support). 

Additional agency staffing needs in response to potential Federal Act funding for higher education 
projects is somewhat mitigated due to the ability to assign projects to various agencies (DCAM, State 
Colleges and UMass Building Authorities, and Campuses) based on size and types of projects; this 
multiple assignment opportunity significantly enhances the likelihood that federally funded capital 
projects spending stipulations can be achieved. 

For further detail on staffing for shovel-ready higher education projects identified by DCAM, please 
refer to the State Facilities and Courts Task Force section of this report. 

University of Massachusetts 

The University has approximately 42 FTEs related to capital. The five campuses design, manage, 
and construct many of their own projects. The UMass Building Authority also has three FTEs, but 
they contract out most of their work. The FY2009 Total Capital Budget for the University is presently 
$325 million. 

UMass is requesting support for 95 projects with a total cost of $956.5 million and a federal funding 
request of $831 .5 million. UMass would likely need one new staff member if the full funding is 
received. Notably, many of the University's top priorities would lead to permanent jobs/economic 
development beyond the immediate construction activity. For example, the ETIC and Wannalancit 
Buildings at UMass Lowell, the Sherman Center and ACCESS Building at the Medical School in 
Worcester, and the various lab renovations and Integrated Sciences Building at the Amherst campus 
would support new faculty and support staff as well as draw in more research funding for the 
Commonwealth. 


Ffthruatv 2009 


Task Force Overview— Project Delivery Task Forces 
Paqe 21 of 464 



573 


Mobilization for Federal Economic Recovery Infrastructure Investmert Report 


7. Barriers and Obstacles to Achieve Objectives 


Barrier / Obstacle 

Mitigation Strategy / Actions Required 

K-12 Projects; 

Currently, funding 
mechanisms in the 
Federal Act do not 
enable prioritization of 
shovel-ready projects, 
as funding will flow 
into existing channels 
regardless of the type 
or readiness of 
projects in a given 
Jurisdiction 

The most prudent use of limited dollars may be to fund a special 
program of making small but important repairs to K-12 school facilities 
throughout the Commonwealth, consistent with the Governor's guiding 
principle of diversifying investments. Options include: 

• Ask the SBA to; develop a list of repair projects within a capped 
dollar amount and prioritized based on health and safety standards; 
verify need, priority and readiness of these submissions; and run a 
unique program for these investments separate and apart from the 
regular SBA program. 

• Report on the process the SBA develops, the objectives for the 
investments and how they would be monitored, and, to the extent 
possible, direct how those districts use the funds they receive. 

Centralizing the 
tracking and 
performance 
monitoring of stimulus 
dollars spent on local 
projects 

Ensure consistent application of quality control standards by instituting 
Commonwealth oversight outside of the federal funds distribution 
process. 

Charter Schools: 

There is currently no 
entity that 
substantially funds 
charter school capital 
projects or has 
oversight over these 
projects 

Alternatives for administering these one-time capital funds include: 

• Have the SBA operate a one-time program 

• Issue a contract for a project manager 

• Enlist a quasi-state building authority such as Mass Development or 
the MSCBA 

Higher Education 
Campus Project 
Management 

Delegation 

Requested increase in DCAM project delegation cap to $2 million, 

• Currently, higher education campuses can manage projects up to 
$1 million. It is requested that this delegation cap be increased, by 
change in statute, to $2 million. Smaller scale projects that are 
locally managed (funded by broad allocation of federal funding 
support) can be immediately implemented to achieve stimulus 
objectives. 

DCAM additional staff 
hiring and training 
needs* 

DCAM Project Management approach will iikely require (based on 
amount of stimulus funding provided) additional new staff and training. 

• While DCAM has increased the size of its staff devoted to higher 
education projects in anticipation of an increasing level of GO bond 
spending for public higher education capital projects, additional staff 
will likely need to be recruited or a new model that relies on outside, 
full-service construction program management firms will need to be 
considered. 

Ability to accelerate 
final document 
preparation and 
bidding, as well as 
construction, of 

For large scale (often new construction) projects, the proposed 
federally funded portion of the project is a component piece that can be 
bid as an early action item or as a scope expansion item. 

• Separate bid packages will need to be expedited to meet the 

Federal Act spending requirements; this may require architectural 
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1 Barrier / Obstacle 

Mitigation Strategy / Actions Required | 

component projects* 

firm and/or genera! contractor premium costs. 

Contractor 

Certification/ Pre- 

Qualification 

Requirements* 

DCAM has identified the need for agencies to be proactive in 
identifying potential contractors and assisting them in the 
certification/pre-qualification process. 

• For Building Authority projects, a list of pre-qualified firms by trade 
has been identified and architect/general contractor teams are 
under contract for each identified project (excluding the athletic field 
projects) as permitted by the Authority’s alternative procurement 
authority. 

Timely notification of 
funding 

Higher education project bids are being prepared for issuance in the 
next few months for the summer of 2009 construction season; new or 
expanded documents need to be completed in the near term to meet 
this construction window. 

• Notification of federal funding would likely need to occur by the end 
of February in order to ensure significant summer activity. 


* For more information on Permitting. Procurement and Workforce, please see Section ill, Cross-Cutting Task Force Overview 


8. Metrics for Measuring Success 
Metrics 

it is proposed that the same metrics proposed by DCAM for all of its state-wide managed projects be 
employed for Campus-managed, MSCBA, and UMass Building Authority projects, as well as DCAM- 
managed higher education projects. 


Metric * 

Description 

Method for Monitoring/Measurement 

Job Creation 

• Number of jobs created 
and duration for which 
they were created by 
each project funded. 

• Develop a system for tracking and analyzing 
total daily workers onsite per day through 
certified payroll or daily field reports; 
develop other methods to track indirect 
employment (e.g,, income multipliers). 

Facility 

Condition 

• Number of facilities 
improved and 
measurement of extent of 
improved condition based 
on Facilities Condition 
Index (FCI). 

• FCI = (Total Cost of Repair Backlogn'otal 
Replacement Cost); 

- DCAM can do this using CAMIS 
database 

- MSCBA has done this for residence life 
facilities 

Long Term 
Benefits 

• Administration 

infrastructure investment 
priority or priorities 
furthered; education core 
functions, missions 
and/or long-term 
programmatic goals 
furthered in some 
material and measurable 

• Analysis of operational improvements in 
terms of quality and quantity pre and post 
capital project 

• Evaluate the long-term impacts through the 
number of people served by the facility 
improvement. 
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Metric * 

Description 

Method for Monitoring/Measurement 


way. 


Efficiencies 

• This is a broad category 
that should be used to 
capture not only cost 
savings, but also 
environmental benefits of 
energy projects in 
particular (e.g., reducing 
carbon footprint) 

• Track the facility operating costs pre and 
post capital project. 

See the Energy Task Force section for specific 
energy efficiency metrics. 

Diverse 

Benefits 

• Measure the geographic 
diversity of the 
investments. 

• Number of different state 
agencies benefited; 
number of different state 
companies benefited; 
number of different trades 
benefited; number of 
different communities 
benefited. 

• Number of state agencies 

• Number of companies in-state 

• Number of trades 

• Number of cities/towns 

Project Delivery 

• Actual federally funded 
project delivery 
milestones and cost vs. 
federally funded 
projected schedule and 
budget. 

• Track schedule and budget performance 
against established metrics through web 
based cost control systems (Prolog. 
Expedition, MMARS, etc). 


• For further detail on Metrics, refer to the State FaoWea and Courts Task Force section of &iis report 
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Energy Task Force 

1. Introduction 

The Energy Task Force was charged with identitying energy efficiency and clean energy projects at 
public sector facilities. Projects were required to reduce energy consumption or to increase the 
production of clean energy. 

The Task Force met five times between December 16, 2008 and January 20, 2009 with increasing 
membership at each subsequent meeting. The first four meetings were used to progressively refine 
the list of projects and to address questions that arose and the fifth meeting was to review the final 
draft of the Energy Task Force report. 

The Task Force included representatives from several state agencies and quasi-public authorities 
that manage or are responsible for a significant number of facilities in the state. It also included 
representatives from the two largest electric utilities in Massachusetts, from multiple energy industry 
associations, and from multiple labor organizations. 

The task force identified $1.16 billion of energy efficiency and renewable energy investments that 
when complete will reduce annual energy expenditures by $103 million, paying for themselves within 
11.4 years. These investments would also create about 10,400 jobs across the state and across 
various industries. 

In an undertaking such as this mobilization, there is the possibility of project duplication among 
projects and resulting job creation estimates between task forces. While efforts were made to 
coordinate with other task forces, it is possible that there remain some overlaps. The most likely 
overlaps would be with the State Facilities and Education Facilities task forces since many projects 
contain elements that fall into the domain of each of these areas. Efforts to resolve duplicates should 
be continued to remedy this issue. 

Responsibility for monitoring rests with the agencies identified in Section 5 below, in coordination with 
the Department of Energy Resources and any other entities identified in the Federal Act. Finally, 
project results will be communicated using the channels and requirements outlined in the Federal Act. 

2. Members 


Name 

Title 

Agency / Organization 

Bowles, Ian (Chair) 


Energy and Environmental Affairs 

Aikens, Marty 

Business Agent 

Local IBEW 103 

Alabiso, Vin 

Director of Finance 

Mass. School Building Authority 

Arthur, Robert 

Industry Director for Energy 

Mass. Office of Business 

Development 

Baker, Jen 

Chief of Staff 

Clean Energy Center 

Bartlett, Maeve 

Assistant General Manager 
for Environmental 

Compliance 

MBTA 

Bickelman, Ellen 

State Purchasing Agent 

Operational Services Division 

Brennan, Andrew 

Director of Environmental 
Affairs 

MBTA 
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Name 

Title 

Agency / Organization 

Burt, Lauri 

Commissioner 

Department of Environmental 

Protection 

Cherullo, Andy 

Chief Financial Officer 

Mass. School Building Authority 

Codner, Bill 

Principal Analyst/ Municipal 
Program Manager 

National Grid 

Cogswell, Jessica 

Director for Fiscal and 
Administrative Policy 

Department of Higher Education 

Conner, Penni 

Vice President, Customer 

Care 

NSTAR 

Deegier, Marcia 

Director of Environmental 
Purchasing 

Operational Services Division 

Dempsey, Brian 

Chairman, Committee on 
Telecommunications, Utilities, 
Energy 

Massachusetts House of 
Representatives 

Douglas, Brian 

Budget Director, Office of the 
President 

University of Massachusetts 

Duros, Anthony 

Director of Engineering 

Admin & Utilities 

Mass. Turnpike Authority 

Edmondson, Lucy 

Deputy Commissioner, Policy 

Department of Environmental 

Protection 

Erlich, Mark 

Executive Secretary- 
T reasurer 

New England Regional Council of 
Carpenters 

Friedman, Eric 

Director, Leading by Example 

Department of Energy Resources 

Gilligan, Donald 

President 

National Association of Energy 

Services Companies 

Giudice, Phil 

Commissioner 

Department of Energy Resources 

Gromer, Paul 

President 

Peregrine Group 

Gundal, Frank 

Manager Analog Energy 
Services 

NSTAR 

Hail, Debra 

Sustainability Program 
Developer 

Department of Housing and 

Community Development 

Hamel, Dale 

Acting Associate 

Commissioner 

Department of Higher Education 

Ide, Jenna 

Manager, Energy Efficiency & 
Sustainable Buildings Group 

Division of Capital Asset Management 

Joyce, Steve 

Director of Research 

New England Regional Council of 
Carpenters 

Lenhardt, Stephen 

Vice President/ Treasurer 

University of Massachusetts 

MacDonald, Alison 

Senior Budget Analyst, Office 
of the President 

University of Massachusetts 

McCready, Travis 

Chief Operating Officer 

Mass. Convention Center Authority 
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Name 

Title 

Agency / Organization I 


Director of Environmental 
Engineering 

Mass. T urnpike Authority 


Director, Energy Markets 

Department of Energy Resources 

Morrissey, Michael 

Chairman, Committee on 
Telecommunications, Utilities, 
Energy 

Massachusetts Senate 

Murray, Hubert 

Manager of Sustainable 
Initiatives, Real Estate and 
Facilities 

Partners Healthcare 

Naughton, Joe 

Senior Budget Analyst, Office 
of the President 

University of Massachusetts 

Patneaude, Kristen 

Program Manager, Energy 
Management 

Mass. Water Resources Authority 

Phillips, Ellen 

Deputy State Purchasing 

Agent 

Operational Services Division 

Ribeiro, Lori 

Senior Consultant 

Blue Wave Strategies 

Rizzo, John 

President 

American Development Institute 

Scheclman, Amy 

Associate Director for Public 
Housing and Rental 

Assistance 

Department of Housing and 

Community Development 

Sleiman, Sam 

Director, Capital Programs & 
Govt. Affairs 

Massport 

Snyder, Nancy 

President 

Commonwealth Corporation 

Sullivan, Greg 

Inspector General 

Office of the Inspector General 

Woolf, Tim 

Commissioner 

Department of Public Utilities 


3. Key Objectives for Energy Task Force 

The objective of the task force is to reduce energy use to the greatest extent possible and to replace 
fossil energy with clean energy. In addition to creating substantial new jobs, these investments will 
accelerate the transformation in energy use and generation required to meet the long-term energy 
and environmental goals of the Commonwealth. 

Governor’s Guiding Principles 

All projects submitted by the Task Force are aligned with the Guiding Principles outlined by the 
Governor. All projects reduce energy consumption or support clean energy production — two 
established infrastructure priorities— and, as a result, reduce energy expenditures and demands on 
the operating budget. 
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Projects at state government facilities will contribute to the clean energy goals set forth in Executive 
Order 484. This Order calls for state government to: 

• Reduce energy use on a BTU per square foot basis 20% by 2012, 35% by 2020. 

• Increase use of renewable electricity to 15% of total electricity consumption by 2012, 30% by 
2020 . 

• Reduce total greenhouse gas emissions 25% by 2012, 40% by 2020, 80% by 2050. Of the 
$1 . 1 6 billion worth of projects, $541 million, or 47%, are at facilities covered by this Executive 
Order, 

In addition, the projects would, in aggregate, create several thousand jobs in Massachusetts since 
many of the services and goods can be contracted within the Commonwealth. A majority of direct 
jobs created would be in engineering, construction, and professional and technical services. There 
would be a number of additional direct and indirect jobs in the retail and wholesale trades. Finally, the 
projects are spread across the Commonwealth. 


Guiding Principles 

' “■ — ■ "■ ! 

Description 

Invest for the Long 

Term 

All projects under this program should have a long-term benefit, in 
addition to the stimulus effect of putting people back to work now. 

Limit Impact on 
Operating Budgets 

Prefer investments that will reduce - or at least not add to - demands 
on the operating budget. 

Follow Established 
Infrastructure 

Priorities 

Make choices based on the infrastructure recommendations recently 
approved at the Development Cabinet. 

Diversify 

Subject to whatever constraints there may be in the federal legislation, 
prioritize projects for funding in a manner that ensures funds will be 
allocated across a variety of industries and geographic locations. 

Buy Massachusetts 

To the extent possible, contract with Massachusetts contractors, 
purchase goods and services from Massachusetts companies, and hire 
Massachusetts people. 


4. “Shovel-Ready” Projects 

The universe of potential projects that this task force initially considered was extremely large since it 
included any energy-related opportunity at a public facility. We first sorted these projects by 
readiness, identifying those projects that had been sufficiently defined and scoped to be genuinely 
shovel-ready within 1 80 days. Projects having a longer timeframe until shovel-readiness, such as 360 
and 720 days, were assembled in case federal funding criteria were different than expected. We then 
filtered out projects that were better categorized as new construction or deferred maintenance rather 
than energy efficiency or clean energy. 

The taskforce meetings and project lists that were generated provided a fertile ground for cross- 
pollination of ideas, leading to further refinement. For example, seeing how an agency effectively 
bundled projects of similar types together for procurement led others to do the same. In general, 
agencies agreed that bundling projects that involved similar work, e.g., rooftop solar panels, within a 
property-managing entity would be effective. The task force agreed on the following six project types: 
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Eneigy Efficiency 

• Shallow. Projects that require no design and can be activated via a state contract 
immediately and completed within three to six months. Typical projects include: Energy audit, 
Energy efficient appliance replacement, and Energy efficient lighting. 

• Medium: Energy audit and design but focusing on easy / quick / "plug and play” solutions. 
Typical projects include: High efficiency HVAC, upgrade Energy Management System (EMS). 

• Deep: More thorough energy audit and design but including larger, medium term 
replacements or change. Typical projects include: Comprehensive energy efficiency (EE) 
retrofit. 

Renewable energy 

• Solar PV: Photovoltaic (PV) based solar panels for energy generation either on roof top units 
or mounted on the ground. PV projects are typically turnkey projects. 

• Wind: Wind turbine projects typically are turnkey projects that include the design, build and 
installation of either a micro wind turbine or a full scale wind turbine. Utility scale wind farms 
are not included. 

• Other RE: Includes renewable energy from Geothermal, Biomass, and Hydro resources. 

5. Projects 

For detailed information about projects, see the Project List. The table below provides a high-level 

summary of project costs by each entity: 


j Project Entity/Agency 

Total Federal Act Request ($) ! 

1 

Convention Center 

$15,935,500 

DCAM 

$279,431,863 

OCR 

$63,988,000 

DEP (inc. DEP WW) 

$21,840,000 

Department of Fish & Game 

$14,535,000 

DHCD 

$114,671,760 

MA School Building Authority 

$350,500,174 

Massport 

$31,700,0000 

MBTA 

$4,450,000 

MTA 

$4,946,000 

MWRA 

$31,423,200 

State & Community Colleges 

$48,313,992 

State College Building Authority 

$5,564,000 

University of Mass. System 

$171,990,500 
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I Project Entity/Agency 

Totai Federal Act Request {$) I 

TOTAL 

$1,159,289,990 


6. Agency Staffing Plans 

Each agency submitting projects is fully committed to responsibly oversee the projects identified. 
Responsibility for oversight of energy projects rests with: Division of Capital Asset Management for 
state agencies, the University of Massachusetts system, and state and community colleges; 
Department of Housing and Community Development for local housing authorities; Massachusetts 
School Building Authority for public schools; and each quasi-public authority for projects at its own 
facilities. 

Contracting for a vast majority of projects will be handled as “design-build" projects pursuant to 
Chapter 25A of the Mass General Laws and proceed through existing contracting channels. 

Effective oversight of energy efficiency and clean energy projects requires specific expertise and 
previous experience. In addition, projects funded by the Federal Act will be completed in a short time 
frame and will not require permanent additions to agency staff. For both of these reasons, agencies 
are planning to utilize project specific consulting firms with expertise in energy or construction to 
assist staff with project oversight. Agencies have identified these staffing needs within their staffing 
plans and will hire temporary employees with the requisite skills (see staffing plans within the State 
Facilities and Courts Task Force Report). There are already a number of statewide contracts with 
such firms that agencies can utilize. 

Field and project oversight is estimated at 3-10% of total project cost depending on the complexity of 
the contract. Simpler, e.g. turnkey, contracts will require less oversight than more complicated time 
and materials contracts with multiple components. No new permanent government hires will be 
required. 

7. Barriers and Obstacles to Achieve Objectives 


I Barrier / Obstacle 

Mitigation Strategy 1 Actions Required I 

Procurement process 
delays 

Accelerate energy efficiency procurement process 

• Establish a technical center at an existing institution to 
educate/advise facility management on energy efficiency throughout 
entire process 

• Bundle many projects across state and local government in a 
consolidated contract 

• Develop a standard contract to be used across (bundles of) projects 

• Define standards for installed technology and for pricing of 
components of energy efficiency services 

• Commit both sides of contract to a strict schedule 

Workforce capacity 
constraints 

Accelerate and expand the planned rollout of Green Jobs training 
programs by the Clean Energy Center, as referenced in the Workforce 
Task Force report: 

• Train existing and new members of the building trades on energy 
efficiency 

• Coordinate with ongoing training activities by building trades’ 
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I Barrier / Obstacle 

Mitigation Strategy / Actions Required 


organizations 

Optimize utilization of energy engineers 

• Likely the most significant capacity constraint and requires 
significant training and experience 

• Can maximize value of energy engineers' time by off-loading all 
non-essential tasks to other personnel 

Update DCAM list of contractors for energy efficiency and solar energy. 


Permitting is not expected to be a constraint for 180-day shovel-ready projects. Energy efficiency and 
solar energy projects, which make up a bulk of the 180<lay shovel-ready projects list, do not require 
permitting in most circumstances. 

8. Metrics for Measuring Success 

It is expected that there will be specific metrics to accompany the Federal Act. The Energy Task 
Force will support the collection of these metrics. In addition, the task force outlined primary metrics 
for measuring success, including reduced energy usage and increased clean energy production. 


I Metric 

Description 

Method for Monitoring/Measurement 

Reduced 

energy 

usage 

Energy efficiency project performance 
will be measured by reduced energy 
usage relative to energy usage prior to 
the project. Annual reductions will be 
reported in BTU, BTU per square feet 
of building space, and in percent 
terms. 

For those projects completed through an 
Energy Savings Performance Contract, 
the contractor will guarantee energy 
savings and monitor and report them 
periodically. 

For other projects, performance will be 
estimated through stipulated savings for 
installed equipment and measured 
through utility bills reported into DOER'S 
Energy information System or an 
analogous system. 

Increased 
clean energy 
production 

Clean energy project performance will 
be measured by increased clean 
energy production. Annual increases 
will be reported in kWh and in percent 
terms. 

Clean energy projects will be metered 
with inexpensive “revenue quality" 
meters to ensure accuracy and 
qualification for revenues from 

Renewable Energy Certificates. 

Production will be reported through the 
Renewable Energy Trust Productiort 
Tracking System or an analogous 
system. 
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Information Technology (IT) Task Force 

1. Introduction 

In today’s environment, Information Technology (IT) is an element of almost everything we do. IT is 
as much a component of modern infrastructure as roads and bridges. Over the years, the 
Commonwealth has come to rely on IT to support the operation of state government. More 
importantly, IT has enhanced and enriched the quality and reach of vital services that the 
Commonwealth provides to citizens and businesses, improving the quality of lives as well as 
transforming government by making it more accessible, efficient, and responsive to the public. 

The IT Mobilization Task Force represents every branch and virtually every office of state 
government, along with the Massachusetts eHealth Institute (MeHl). Through an extraordinarily 
collaborative effort, consistent with its charge, the IT Task Force identified critical projects that will not 
only stimulate the Massachusetts economy but also provide long term and sustained benefits to every 
segment of society. More specifically, the projects: 

• Will generate Massachusetts jobs in the near-term and strengthen the Massachusetts 
workforce for the long-term at ail levels throughout the Commonwealth's economy. The Jobs 
that will be created and sustained are skilled '‘knowledge” jobs. 

• Adhere strictly to the Governor's Guiding Principles for mobilizing the state-wide efforts to 
ready projects and receive funding from the Federal Act. 

• Create transformational services that will position the Commonwealth as fertile ground for 
economic development and growth in the health care, education, and technology sectors. 

• Make state government more efficient, effective, accessible and responsive for citizens and 
businesses. 

• Are ready to move forward now. The Task Force has reached broad consensus on a list of 
high-value IT and eHealth projects that are ready to begin within 180 days. In addition, the 
Task Force has developed a priority-setting process and set of tools for the IT Projects to 
enable a consensus approach to prioritizing the list consistent with Federal Act objectives and 
Commonwealth goals. 

The projects proposed by the IT Task Force will advance the Commonwealth's automation 
capabilities at a time when we need greater efficiency and streamlining to adjust to the difficult 
financial circumstances we face. In short, these move projects beyond simply renovating what is 
aging; instead, they innovate for a 21st century state government that will better serve citizens, 
prepare the future workforce, and nurture and support businesses and communities more effectively 
and efficiently. 

The projects reviewed by the IT Taskforce take two forms: 

1) IT Projects that were submitted by the judiciary, secretariats, and agencies across state 
government, and 

2) eHealth projects that are the culmination of years of thoughtful and collaborative work to 
improve the efficiency and effectiveness of health care delivery in Massachusetts. 

The IT project list comprises 194 initiatives valued at $975 million. Recognizing that there are many 
important and potentially competing demands for infrastructure investment, the IT Task Force has 
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developed a priority-setting process and fool capable of narrowing the list of IT projects to fit the 
shape of the Federal AcP and budget. 

The four eHealth projects total $513 million. The entire program is fully designed, developed, and 
“shovel-ready." These projects will create state-wide, interoperable Electronic Health Records (EHRs) 
as part of an ubiquitous Health Information Exchange (HIE). When complete, this system will improve 
the healthcare of millions of residents of the Commonwealth, lower the costs of health care, and 
create good jobs. The program has been designed to ensure the security of data and the privacy of 
all individuals. 

By tapping the rich knowledge and experience in health care in the Commonwealth, the Task Force 
offered a forum for focusing eHealth options down to an essential sequence of initiatives that will 
move the Commonwealth from paper-based files to EHRs. The move to EHRs will enable a patient- 
centered and appropriately secure system of health support. The goal of the eHealth program is for 
essentially all Massachusetts healthcare providers to use EHRs linked via a HIE. This will improve 
quality, as well as reduce errors and costs of healthcare, especially among underserved populations 
and geographic locations across the Commonwealth. A byproduct of this effort will include a de- 
identified data warehouse of health data useful for assessments, research, and policy development. 

2. Members 

The IT Mobilization Task Force has worked with a genuine spirit of collaboration and a keen sense of 
the importance and urgency of this effort. The Task Force conducted a rigorous process over a very 
short time to identify vital technology and eHealth projects. The table below shows the membership of 
the Task Force. 


Name 

Title 

Agency / Organization j 



Information Technology Division 

Montigny, Mark 

State Senator 

The Commonwealth of Massachusetts 
The 1 86th General Court - Senate 

Sanchez, Jeffrey 

State Representative 

The Commonwealth of Massachusetts 
The 186th General Court - House of 
Representatives 

Adams, Mitchell 

Executive Director 

Massachusetts Technology 

Collaborative 

Benison, Marty 

State Comptroller 

Office of the Comptroller 

Beveridge, John 

Deputy Auditor 

Office of the State Auditor 

Bickerton, Bob 

Associate Commissioner 

Massachusetts Department of 
Elementary and Secondary Education 

Boronskj-Burack, Debra 

President and Chief 

Executive Officer 

Massachusetts Chamber of Business 
& Industry 

Burlingame, Craig 

Chief Information Officer 

Administrative Office of the Trial Court 


^ At this writing, the Task Force had the opportunity to review the January 15 House of Representatives draft of the proposed 
Federal Act. Many of the projects identified in this report align ciosely with the initiatives specified in the draft bill. But because the 
proposed legislation is prescriptive and envisions making infrastructure investments through established formulas and existing 
channels, there Is no discretionary money for the Governor to address other state priorities, including IT priorities, even though 
these would fuiiy serve the Jobs and economic objectives of the Federal Act. Nevertheless, the Task Force hopes that some of the 
Commonwealth’s other !T priorities captured in this report might be addressed through modifications to the legislation or through the 
ability to realtocate capital funds that may be freed up by stimulus grants in other areas. 
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Name 

Title 

Agency / Organization I 

Davies, David 

Director of Information 
Technology, Division of 

Local Services 

Department of Revenue 

Day, Rosemarie 

Deputy Director and Chief 
Information Officer 

Commonwealth Health Insurance 
Connector Authority 

Dougherty, Terry 

Assistant Secretary for 
Administration and 

Operations 

Executive Office of Health and Human 
Services 

Frias, Valerie 

General Counsel & 

Legislative Director 

Office of Senator Mark Montigny 

Fuller, John 

Chief Information Officer 

Executive Office of T ransportation 

Glennon, John 

Chief Information Officer 

Executive Office of Labor and 

Workforce Development 

Gray, David 

Chief Information Officer and 
Vice President of 
UMassOnline 

University of Massachusetts 

Grossman, John 

Undersecretary of Forensic 
Sciences & Technology 

Executive Office of Public Safety and 
Security 

Hopcroft, Thomas 

President and CEO 

Mass. Technology Leadership Council 

Horan, Mark 

Executive Director 

Massachusetts Network 
Communications Council 

Jackson, Tito 

Industry Director for IT 

Mass Office of Business Development 

Kelley, David B. 

Executive Director 

Massachusetts Colleges Online 

Norman, Michele 

Director of Strategic 

Planning and Collaboration 

Executive Office of Education 

Oates, Bill 

Chief Information Officer 

City of Boston 

Wallace, David 

Director, Division of 
Apprentice Training 

Executive Office of Labor and 

Workforce Development 

Wcislo, Celia 

Assistant Director 

1199 SEIU Massachusetts Division 

Weber, Ken 

Chief Administrative Officer 

Executive Office of T ransportation 

Wilbur, Robert 

Chief Information Officer 

Executive Office of Energy and 
Environmental Affairs 


While the Task Force itself is broadly representative, with members from every branch and most 
offices of state government, many others contributed to the effort by providing research and data 
needed to generate a sound set of projects proposed to the Governor for consideration. 
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3. Key Objectives for the Information Technology Task Force 

The work of the Task Force centered on identifying projects that would strike an appropriate balance 
among the following objectives 

• Federal Act objectives 

- Can begin within 1 80 days 

- Can be completed within 2 years 

- Creates jobs now and expands future job opportunities 

• Governor's Guiding Principles 

• These guiding principles are inclusive of and based on the Federal Act objectives. 

- Invests for the long term 

- Limits impact on operating budgets (reduction or neutral) 

- Follows established infrastructure priorities 

- Diversifies funding and project benefits across industries and geography 

- Buys Massachusetts: To the extent possible, contract with Massachusetts contractors, 
purchase goods and services from Massachusetts companies, and hire Massachusetts 
people 

• Commonwealth IT goals 

- Provides efficient and easily accessible services for all constituents 

- Promotes open and transparent engagement with citizens of the Commonwealth 

- Ensures accurate and timely data for policy making, service delivery, and results evaluation 

- Manages project risk and complexity at a reasonable level 

• Secretariat/Branch/Agency priorities 

- Aligns with priorities of sponsoring agency 

- Is within ability of agency to execute based on capability and track record 

These objectives were incorporated as part of the IT Task Force project database and are the 
recommended criteria for prioritizing projects. The IT Task Force used the criteria to develop a data 
driven process and tool to support their recommended process for an efficient, objective and fair 
prioritization of projects once the Federal Act is finalized, 

in addition, objectives for the eHealth projects are: 

• Increased patient safety 

• Enhance the quality of care 

• Decrease costs 

These objectives are completely aligned with the goals of the “Act to Promote Cost Containment, 
Transparency and Efficiency in the Delivery of Quality Health Care" signed by Governor Patrick in 
August 2008. 


February 2009 


Task Force Overview — Project Delivery Task Forces 
Page 35 of 464 



587 


Mobilization for Federal Economic Recovery infrastructure Inv^ttneiM Report 


Governor’s Guiding Principles 


Guiding 

Principle 

Description 

Proposed 

IT Projects Wiii... 

Proposed 

eHealth Projects WHI... 

Invest for the 
Long Term 

All projects under 
this program 
should have a long- 
term benefit in 
addition to the 
stimulus effect of 
putting people back 
to work now 

• Focus on 21 St century 
‘smart’ services and 
processes 

• Make state government 
more efficient, effective, 
accessible, transparent, 
and responsive for citizens 
and businesses 

• Create a state-wide 
Healthcare Data 
Warehouse (HDW) to 
enable collection of 
data for use in 
analyzing trends, case 
management, and 
reporting 

• Provide a technical 
architecture that could 
connect to a national 

HIE 

Limit Impact on 

Operating 

Budgets 

Prefer investments 
that will reduce - or 
at least not add to 
- demands on the 
operating budget 

• Drive efficiency, and 
streamline operations 

• Reduce or limit increases 
to operating budgets over 
the long term 

• Provide data for health 
monitoring efforts and 
quality improvement 
programs that create 
cost efficiency 
opportunities for state 
and private payors 

• Reduce the occurrence 
and costs attributed to 
serious medication 
errors 

Follow 

Established 

Infrastructure 

Priorities 

Make choices 
based on the 
infrastructure 
recommendations 
recently approved 
at the Development 
Cabinet 

• Boost IT sector of 
Massachusetts economy 

• Boost both the IT and 
healthcare sectors of 
Massachusetts 
economy 

Diversify 

Subject to 
whatever 
constraints there 
may be in the 
federal legislation, 
prioritize projects 
for funding in a 
manner that 
ensures funds will 
be allocated across 
a variety of 
industries and 
geographic 
locations 

• Create “knowledge” jobs 
at all skill levels 

• Reduce digital divide and 
democratize access to 
government services for a!! 
citizens 

• Involve State health 
agencies, public health 
departments, CHCs, 
and a variety of public 
and not-for-profit health 
organizations 

• Enable health care 
organizations to isolate 
specific demographic 
pockets through 
analysis of community 
health data 

• Create geographically 
dispersed jobs 
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Guiding 

Principle 

Description 

Proposed 

IT Projects Will... 

Proposed 

eHealth Projects Will... 

Buy 

Massachusetts 

To the extent 
possible, contract 
with Massachusetts 
contractors, 
purchase goods 
and services from 
Massachusetts 
companies, and 
hire Massachusetts 
people 

• Draw on services of many 
technology companies 
either headquartered or 
with strong presence in the 
Commonwealth 

• Draw on the large 
concentration of 
software and hardware 
vendors with AEHR, 
CPOE, and HIE 
applications located in 
the Commonwealth 


4. “Shovel-Ready” Projects 

The Task Force utilized one approach for the IT projects and another for eHealth projects; the Task 
Force recommends use of these approaches for prioritizing projects. Because of the number and 
variety of the IT projects, it was necessary to build consensus across the project sponsors to identify 
projects and develop a prioritization process that can be used at a later date to quickly prioritize the 
portfolio of IT projects in a way that is fair and objective. To that end, the Task Force created a 
standard tool and a scoring methodology that it recommends using to prioritize projects. The 
recommended prioritization process for eHealth projects evolved from the work of the MeHl, HHS, 
and eHealth thought leaders from across the Commonwealth. 

IT Projects 

The Task Force developed a process for obtaining project recommendations from all of state 
government and for evaluating each candidate project according to the key objectives described 
earlier. The Task Force believes that this process has resulted in a balanced portfolio of high-impact 
projects that address a mix of needs and satisfy the range of objectives listed in Section 3. 

To aid in the evaluation and priority-setting process, the Task Force developed: 

• A web-based survey instrument to gather project proposals and data from all agencies 

• A database to inventory projects and serve as a platform for analysis 

• A scoring tool and numerical scale to assess alignment with key objectives 

With these tools, the Task Force employed a data-driven, functional and flexible methodology to 
validate that projects will meet the Federal Act, Commonwealth, and agency goals. This prioritization 
process was expedited by the unprecedented collaboration among the task force members. As a 
result, these projects are ready to be prioritized for implementation, and the Task Force recommends 
utilizing its approach. 

See Appendix 2A - IT: Scoring System for IT Projects for a detailed overview of the scoring tool. 
eHealth Projects 

Massachusetts has a wealth of thought leaders who have been collaborating to develop a 
Commonwealth-wide eHealth infrastructure. As a result, Massachusetts is uniquely positioned for 
eHealth innovation given health care reforms, the Chapter 305 of the Acts of 2008 legislation passed 
that created the governing body of the Massachusetts eHealth Institute, and the input from hospitals 
and other providers to implement these projects. These projects are indeed ready for execution and 
are able to quickly put funding to work, as it becomes available. 
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The IT Task Force's eHeaith recommendations are the collaborative result of analyses by the 
Massachusetts eHeaith Institute (MeHl) and the Executive Office of Health and Human Services 
(EOHHS), These organizations are described briefly below. 

• MeHl is a division of the Massachusetts Technology Collaborative that was created by the 
Massachusetts legislature in 2008 to advance the dissemination of health IT across the 
Commonwealth, it is designed to provide a mechanism for mobilizing the deployment of 
EHRs in ail physician settings state-wide, that are to be networked through a state-wide 
health information exchange (S-HIE). MeHl provides a state-wide organization and 
framework to ensure that all EHRs meet standards for applications and interoperability. 

• EOHHS, the largest Commonwealth secretariat, focuses on improving the lives of 
Massachusetts residents. EOHHS provides a variety of programs and services for children, 
adults, and the elderly. In addition, EOHHS pursues health care research as well as ways to 
improve the accessibility of health care services. 

Each bringing their unique perspectives, MeHl and EOHHS developed joint recommendations to 
identify and accelerate the deployment of eHeaith. This partnership also drew recommendations from 
many organizations with an eHeaith focus in the Commonwealth, including: 

• Massachusetts Health Data Consortium (MHDC); 

• New England Healthcare EDI Network (NEHEN); 

• Massachusetts Simplifying Healthcare Among Regional Entities (MA-SHARE), and; 

• Massachusetts eHeaith Collaborative (MAeHC). 

MeHl and EOHHS will jointly facilitate the interoperability of the projects selected; a critical factor in 
optimizing the value of each individual effort and the overall value of the Commonwealth's eHeaith 
program. 

6. Projects 

IT Projects 

The IT project portfolio recommended by the Task Force comprises a vast array of initiatives across 
all branches and virtually all agencies of state government. Among these initiatives, there are 
important technology projects that will; 

• Provide innovative services to citizens and businesses 

• Enhance education, public safety, and economic development 

• Connect disparate databases for more effective analysis, planning, and evaluation 

• Streamline government operations 

The following table summarizes the IT projects: 


1 iT Project Summary 


Secretariat or Constitutional Office 

Total Project 
Count 

Total Federal Act Request 
($) 

Administration and Finance 

42 

$296,758,226 

Education 

14 

$166,310,000 

Energy and Environmental Affairs 

37 

$78,885,000 
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IT Project Summary 


Secretariat or Constitutional Office 

Total Project 
Count 

Total Federal Act Request 
($) 

Health and Human Services 

31 

$101,981,028 

Housing and Economic Development 

12 

$2,351,000 

Independent Offices and Commissions 

5 

$6,500,000 

Judiciary 

11 

$11,076,434 

Labor and Workforce Development 

9 

$26,230,000 

Massachusetts District Attorney Association 

3 

$1,315,000 

Office of the Comptroller 

3 

$26,500,000 

Public Safety 

9 

$185,150,000 

State Auditor 

1 

$6,562,300 

Transportation and Public Works 

15 

$64,310,000 

Treasurer and Receiver General 

2 

$1,500,000 

TOTAL 

194 

$975,428,988 


See the Project Ustlor a detailed list of the projects. 


Each project has a specific plan (captured in the IT Task Force database) that estimates both state 
worker and contractor job requirements. Additional contractor jobs will be created through the 
establishment of an outsourced Project Management Office (PMO) within ITD that will oversee project 
execution, monitoring, and reporting across ali initiatives. 

eHealth Projects 

The following four eHealth projects have been jointly selected by MeHl and EOHHS, and constitute 
the eHealth projects portfolio recommended by the IT Task Force: 

• Ambulatory Electronic Health Record (AEHR) - Deploy AEHR in 13,000 individual physician 
practices throughout the Commonwealth; 

• Computerized Physician Order Entry (CPOE) - Deploy CPOE systems in the 63 acute care 
hospitals throughout the Commonwealth that still do not have CPOE or one fully 
implemented; 

• Community Health Centers (CHCs) - In the Commonwealth, there are CHCs that do not 
have an EHR or one fully implemented. This project includes deploying an EHR in the 12 
CHCs, as well as implementing a central clinical data repository (CDR) for the CHCs; and 

• Health Information Exchange (HIE) - In parallel with the general deployment of EHRs in the 
prior three care-delivery settings (individual physician practices, acute care hospitals, and 
CHCs), deploying a state-wide health information exchange (S-HIE) that will support the 
secure sharing of patient information among the care-delivery settings where new EHRs are 
being implemented and the care settings that already have EHRs. This project also includes 
the deployment of a state healthcare data warehouse (HDW) that will aggregate de-identified 
patient data for the purposes of bio-surveillance and quality/outcome measurement. 

Individually, each project offers specific value to the State Legislature, government health agencies, 
care providers, and the people of Massachusetts. Combined, the four projects contribute a powerful 
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combination of benefits that will significantly assist the Commonwealth in achieving its goals of 
improved patient safety, reduced health care costs, and enhanced coordination of care. 

The following fable summarizes the eHealth projects: 


1 eHealth Projects 


Project 

Total Project 
Count 

Total Federal Act Request 
($) 

Ambulatory Electronic Health Records (AEHR) 

1 

$340,000,000 

Computerized Physician Order Entry (CPOE) 

1 

$125,000,000 

Community Health Center EHRs (CHC) 

1 

$13,000,000 

State-level Health Information Exchange (S- 
HIE) 

1 

$35,000,000 

TOTAL 

4 

$513,000,000 


See the Project L/sf for a detailed list of the projects. 


6. Agency Staffing Plans 

The oversight, governance and contract/vendor management for the final selected IT and eHealth 
projects will be managed by the Commonwealth. A clear governance structure can quickly be 
established to support monitoring and accountability of the IT and eHealth projects. 



Effective Project Management includes implementing protocols, templates, and tools based on 
generally accepted best practices to standardize the project activities. There are many areas that will 
require oversight, including: governance, scope management, work plan and milestone management, 
risk management, issue management, quality management, communications, and reporting and 
financial performance management. 

IT Projects 

The following fable provides a summary snapshot of the staffing needs discussed in more detail 
throughout this section. 


IT Projects 

Secretariat or Constitutional Office Federally funded FTE Request Based on 

Agency Staffing Analysis 
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r 

Secretariat or Constitutional Office 

r Projects 

Federally funded FTE Request Based on 
Agency Staffing Analysis 

Administration and Finance 

245 

Education 

79 

Energy and Environmental Affairs 

106 

Health and Human Services 

247 

Housing and Economic Development 

14 

Independent Offices and Commissions 

14 

Judiciary 

9 

Labor and Workforce Development 

31 

Massachusetts District Attorney Association 

10 

Office of the Comptroller 

47 

Public Safety 

34 

State Auditor 

10 

Transportation and Public Woiks 

81 

Treasurer and Receiver General 

4 

TOTAL 

931 


Each IT project has a specific plan (captured in the IT Task Force database) that includes estimates 
of state workers that will be needed to support these projects. This number of internal agency jobs Is 
a best estimate at this time and may include some reallocation of existing personnel. 

eHealth Projects 

For the eHealth projects, MeHl will be adding a few resources to augment their current staff to 
strengthen the program management office. These additional resources are not expected to be 
funded through the Federal Act. At this time, EOHHS does not anticipate adding any staff as existing 
staff will be leveraged to support the four eHealth projects. 

7. Barriers and Obstacles to Achieve Objectives 

The IT Task Force identified five key challenges that will be addressed to ensure successful 
execution of the IT and eHealth projects. 

• Lengthy recruitment and hiring process 

• Fragmented and slow procurement process 

• Ineffective project management 

• Inadequate governance and oversight 

• Resistance to technology and business process change 
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• The table below outlines the major obstacles anticipated and the corresponding mitigation 
strategies planned. A significant amount of planning and design work has already been 
accomplished, and most remediation strategies have already been completed or are under 
way. For this reason, the Task Force believes that these projects are truly “shovel-ready." 


Barrier / 
Obstacle 

Solution 

Mitigation Strategy/ Actions Required 

IT Projects eHealth Projects 

Lengthy recruit- 
ment and hiring 
process 

Streamline 
recruitment of 
qualified workers 
and contractors 

• Create centralized 
recruitment team and 
portal to develop 
candidate pool for 
agency-based projects 

• Optimize recruitment 
pipelines via partnerships 
with Year Up program 
and UMass 

• Develop streamlined on- 
boarding process to 
make new hires 
productive in less than 
two weeks of start date 

• Create processes to 
streamline hiring staff of 
implementing 
organizations 

• Ensure appropriate 
support is in place for a 
successful execution of 
projects 

Fragmented and 
slow 

procurement 

process 

Maximize 
economies of 
scale; streamline 
processes whiie 
preserving fair, 
open, and 
competitive 
procurement 

See the 

Procurement 

Taskforce 

Section for more 
details. 

• Create specialized 
Procurement Speed 

Teams 

• Develop RFQ and RFR 
templates to simplify and 
standardize the 
procurement process 

• Use established state 
contractors where 
possible to avoid lengthy 
RFR and contracting 
processes 

• Simplify procurement 
processes for 

Implementing 

organizations 

» Leverage expedited 
procurement processes 
that will be established 

Inadequate 
governance and 
oversight 

Establish 

appropriate 

governance 

structures 

• Manage projects at the 
source, in sponsoring 
agencies 

• Establish overarching 
Project Management 

Office (PMO) to 
standardize management 
disciplines across 
projects (Note: RFQ for 
PMO already written) 

• Employ industry best- 
practices to monitor 
projects and hold project 

• Launch Flealth 

Information Technology 
Council as defined in 

C305 legislation, 

• Create (and test) a PMO 
responsible for 
organizing and 
monitoring the eHealth 
projects procurement and 
implementation activities. 

• Establish Data 

Governance structure 
that clearly articulates 
points of data 
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Mitigation Strategy / Actions Required 

Barrier / 
Obstacle 

Solution 

IT Projects 

eHealth Projects 



managers accountable 

transmission. 



• Convene broad-based 
oversight/governance 
group that builds on the 
success of the Task 

Force 

• Establish a data 
exchange partnership 
among stakeholders to 
nurture “a chain of trust" 
relationship among the 
key groups 

Resistance to 
technology and 
business process 
change 

Institute an 
effective change 
management 
process 

• Establish clear vision to 
obtain stakeholder buy-in 
during planning and 
implementation of 
projects 

• Provide training and 
change management 
tools to facilitate the 
transition of end users to 
new systems and 
business processes 

• Conduct outreach and 
communication strategies 

• Educate healthcare 
practitioners on the 
benefits of the proposed 
projects and foster 
cultural sensitization 

• Develop change 
management plans 
focused on 
communicating to 
physicians how they will 
integrate the new 
technology, and clearly 
communicate 
expectations about the 
initiative. 


8. Metrics for Measuring Success 

Each individual project has specific milestones and measures of success, as recorded in the IT 
project database. In addition, success shall be further ensured by; 

• Coordinating all IT and eHealth project work with the Federal Economic Recovery Project 
Director, 

• Making all work transparent and accountable; plans are in place to create an open, web- 
based "dashboard" to show progress throughout the project implementation process, 

• Establishing a professional Project Management Office to support and to monitor all initiatives 
across the entire portfolio of projects, and; 

• Using the governance structures already in place via the eHealth Institute and the Health 
Information Technology Council to have oversight of the projects and to approve plans for the 
eHealth Projects. 
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The Importance of Investing in Information Technology and eHealth Projects 

The Federal Act offers a unique opportunity for the Commonwealth to make unprecedented 
investments in the future through its IT and eHealth infrastructure. The projects put forth by the IT 
Task Force not only fulfill the stimulus objective of creating immediate jobs that will boost the state’s 
economy, but they also offer long-term and profound impacts on the qualify of state government, on 
the lives and health of our citizens, and on the economic development of the Commonwealth. These 
projects should be adapted to the greatest extent possible consistent with the final parameters of the 
Federal Act.^ 


^ As the Federal Act is finalized, the governing structure of the IT prtqerXs may need to be reconsidered- Additionally, the eHealth 
projects may need to be restructured to align with the requirements «HJtlined to qualify for more funding. 
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Municipal Task Force 

1. Introduction 

Cities and towns play an essential role in the administration of government services, distribution of 
state money and in fostering broad ranging economic growth. Many of the most essential services, 
schools, water and energy, are administered at the local level. For these reasons, the Municipal 
Facilities Task Force is a critical part of the overall, Commonwealth-wide effort resulting from the 
Federal Act. 

Recognizing the unique importance municipal success plays in the Commonwealth's stability, the 
Municipal Facilities Task Force contacted cities and towns and requested ready-to-go municipal 
projects that might be eligible for federal funding under the Federal Act. To this end, and in an effort 
to give municipalities a voice in the planning process for the potential federal funds, the Municipal 
Facilities Task Force e-mailed mayors, city and town managers in all 351 cities and towns across the 
Commonwealth. This e-mail requested that cities and towns review the needs of their community and 
determine whether or not they have projects that might be eligible for funding. The e-mail mentioned 
projects such as wastewater plants, water plants, public safety facilities, libraries, city and town 
halls/buildings, and recreation facilities, but did not limit the responses to just these types of projects. 
In addition, the e-mail informed cities and towns that any submissions to the Municipal Facilities Task 
Force that did not fall into our purview would be distributed to the other task forces at the appropriate 
time. Because the Task Force did not know the exact Federal criteria for the type of projects that may 
qualify and those that may not at the time of our request, the only restrictions the Task Force gave 
municipalities were that the projects must be “shovel-ready” within 1 80 days (of enactment of the 
Federal Act) and completed within two years. 

In response to the e-mail, the Task Force received over 4,600 project submissions totaling more than 
$16 billion dollars from almost every city and town in Massachusetts. These requests ranged from 
projects that cost a few thousand dollars and create a few jobs to multi-million dollar projects that 
would create hundreds of jobs. This exercise has highlighted just how much funding cities and towns 
need in order to address their capital challenges. 

2. Members 

The Municipal Facilities Task Force consisted predominantly of local elected officials from across the 
Commonwealth, but it also included representatives from the State Senate and the State House of 
Representatives, town managers, staff from the Massachusetts Municipal Association and a few 
Administration employees who work with cities and towns in their professional capacity. 


1 Name 

Title 

Agency / Organization 

Murray, Timothy 

U. Governor, 

Task Force Chair 

Commonwealth of Massachusetts 

Baier, David 

Legislative Director 

Massachusetts Municipal Assoc. 

Belanger, Doug 

Selectman 

Town of Leicester 

Brennan, Timothy 

President 

MA Association of Planning Orgs. 

Carr, Ted 

Selectman 

Town of Cohasset 

Curtatone, Joseph 

Mayor 

City of Somerville 

Dolan, Robert 

Mayor 

City of Melrose 

Donato, Paul 

Representative 

House of Representatives 
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Name 

Title 

Agency / Organization 

Dumas, Kevin 

Mayor 

City of Attleboro 

Dunlavy, Linda 

Executive Director 

Franklin Regional Council of 
Governments 

Gaumond Jr., Leon 

Town Administrator 

Town of West Boylston 

Haas, Glenn 

Assistant Commissioner 

Dept, of Environmental Protection 

Higgins, Mary Clare 

Mayor 

City of Northampton 

Jordan, Scott 

Executive Director 

Water Pollution Abatement Trust 

Laskey, Fred 

Executive Director 

MA Water Resources Authority 

McCurdy, Steven 

Manager, State Revolving 

Fund Program 

Massachusetts Department of 
Environmental Protection 

Nunes, Robert 

Deputy Commissioner 

Department of Revenue, Division of 
Local Services 

Nutting, Jeffrey 

President 

Massachusetts Municipal Assoc. 

Ruberto, James 

Mayor 

City of Pittsfield 

Robertson, John 

Deputy Director 

Massachusetts Municipal Assoc. 

Rosenberg, Stanley 

Senator 

MA State Senate 

Scanlon, William 

Mayor 

City of Beverly 

Siegal, Dina 

Deputy Director, Mayor's 

Office of Intergovernmental 
Relations 

City of Boston 

Sullivan, Richard 

Commissioner 

Dept, of Conservation and Rec. 

Tobey, Bruce 

Past President 


Valente, Maureen 

President 


Vanderhoef, Sheila 

Town Administrator 

Town of Eastham 


3. Key Objectives for the Municipal Facilities Task Force 

The Patrick-Murray Administration considers locai eiected officials and other municipal 
representatives partners in all of their efforts to improve the Commonwealth and the lives of 
Massachusetts residents. With this in mind, the Task Force set out to gather projects relating to the 
critical services cities and towns provide to Massachusetts residents on a daily basis, recognizing that 
municipalities are as, if not more, impacted by our current fiscal challenges as the Commonwealth 
and federal governments. 

In collecting information about projects, the Task Force sought to determine the breadth and depth of 
ready-to-go efforts undenway and needed at the iocal level. The high volume of responses to our 
request for projects underscores the intense immediate need in municipalities. This effort made clear 
not only the fact that municipalities face great challenges regarding their water, public works, roads 
and public safety projects, but also the fact that cities and towns are centers of innovation in the 
Commonwealth as many projects were forward looking regarding energy, information technology, and 
economic deveiopment programs. 
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Governor’s Guiding Principles 

The majority of the projects that were submitted to the Municipal Task Force align with one or more of 
the Governor's Guiding Principles, in addition to the volume of projects, the projects reviewed by the 
Municipal Facilities Task Force are different than those reviewed in other task forces in their scale 
and administration. Many cities and towns submitted deferred maintenance projects. Rather than 
large programmatic initiatives, they are looking to fill lingering and immediate needs, some of which 
will create many jobs, while others create very few. It is the belief of the Municipal Facilities Task 
Force that these projects are no less important because of their smaller scale, and in fact, many of 
them enhance the ability to provide the geographic diversity of spending that might not result from the 
projects submitted by other task forces. 


I Guiding Principles 

Description 

Invest for the Long 

Term 

Municipal projects are by nature a long term investment because the 
funding will address critical infrastructure needs now and allow the city 
or town to avoid worsening structures that will cost more to repair and 
possibly allow them to avoid a property tax increase to pay for these 
critical projects. 

Limit Impact on 
Operating Budgets 


Follow Established 
Infrastructure 

Priorities 


Diversify 

Funding a wide range of municipal projects across the Commonwealth 
will ensure that funds will be allocated across a variety of industries 
and geographic locations. 

Buy Massachusetts 

To the extent possible, cities and towns have expressed the desire to 
contract with Massachusetts contractors, purchase goods and services 
from Massachusetts companies, and hire Massachusetts people. 


Task Force Guiding Principles and Objectives 

The Municipal Facilities Task Force understand that the Federal Act will not allow the Commonwealth 
to fund all of the projects submissions the Task Force received and is particularly focused on rapid 
job creation. Each of these projects is important to the jurisdiction from which it came and many have 
benefits to expand at the regional and even Commonwealth level. As the Federal Act further defines 
readiness and criteria for selection, the Task Force anticipates a need to review the list to ensure that 
all of the projects meet the 180-day “shovel-ready’ and other federal requirements. 

Although the Municipal Task Force has not prioritized projects, the Task Force agreed on a number of 
criteria that should be considered when prioritization takes place. The criteria are as follows: 


Guiding Principles and 
Objectives 

Description 

Shovel-Ready In 180 
Days 

• Construction is able to begin 1 80 days from enactment of the 

Federal Act. Expected enactment — mid-February. Design and 
permitting need to be complete at this time or at least far enough 
along that it allows for construction to begin. 


February 2009 


Task Force Overview— Project Delivery Task Forces 
Page 47 of 464 












599 


Mobilization for Federal Economic Recovery infrastructure Invesftnerrt Report 


Guiding Principles and 
Objectives 

Description 

Promotes 

Regionalization 

• Acknowledging the tremendous work already conducted though the 
Gateway Cities and other regional development programs, projects 
that enhance regional goals are highly regarded. 

Involves a Range of 
Trades/Industries 

• In an effort to ensure workforce coverage, projects that call for a 
diverse range of workforce needs should be promoted. 

Earmarked in a Bond 

Bill 

• The Legislature and Administrative branches have already reviewed 
and prioritized projects within the 7 bond bills. This criterion should 
be used after a project passes all of the other criteria. 

Leverages Other 
Sources of Funding 

• If the Federal Act calls for a match, this criterion should be used. 

Creates Jobs 

• Other than the 180-day requirement, the creation of jobs is the most 
critical criteria. The more jobs, the better. If all of the requested 
projects were funded, the Task Force estimates that between 

135,000 and 210,000 jobs would be created. 

Commonwealth 

Capital Score 

• Because SmartGrowth and other urban development/land use goals 
are important to the sustainable growth of the Commonwealth, 
measures such as the Commonwealth Capital score are an 
important criteria guiding our taskforce. 


4. “Shovel-Ready” Projects 

Due to the high number of submissions the Municipal Task Force received, the Task Force has not 
prioritized projects. Instead, the Task Force categorized them by municipaiity. The Task Force also 
provided projects that fali under the jurisdiction of other task forces to those groups for consideration. 
In terms of projects outside of the jurisdiction of the Municipal Task Force, many will be forwarded on 
to the Transportation Task Force. The remaining non-municipal projects are divided up mainly 
between the Energy and Educational Facilities Task Forces. For ease of tracking and for the 
purposes of this report, projects submitted to the Municipal Task Force that fall under the jurisdiction 
of another taskforce, will be maintained in Municipal Task Force project list. During the process of 
future prioritization, projects falling under the jurisdictions of other task forces will be prioritized within 
those task force lists, while projects subject to the purview of the Municipal Facilities Task Force only 
will be prioritized in the Municipal Facilities Project List. 

The House version of the Federal Act shows funding flowing through already-established funding 
formulas at the state and federal levels, meaning that already established criteria will be used to 
distribute this additional funding. Unfortunately, if the final version of the bill resembles the version 
approved by the House Appropriations Committee January 21 , 2009, a flexible pool of funding may 
not be available for projects that fall outside of existing state or federal programs and funding 
channels. The Task Force received hundreds of project requests for construction or rehabilitative 
work on city and town buildings that would go unfunded under the current bill. This is of great concern 
to the Municipal Facilities Task Force and as a result the Task Force recommends additional flexible 
funding be made available. 

If flexible funds are indeed made available, the T ask Force will use the guiding principles described 
above to prioritize projects. Projects will first have to meet the federal criteria and then the Governor’s 
Guiding Principles. Finally, the Municipal Task Force’s criteria will be applied. The last part of the 
criteria will be to consider geographic diversity and inclusion in a bond bill. 


February 2009 


Task Force Ovemew — Project Delivery Task Forces 
Page 48 of 464 





600 


Mobilization for Federal Economic Recovery Infrastructure Inv^frnent Report 


For the projects that fail specificatly in the Municipal project list, the Task Force categorized projects 
by type: 


• City or town buildings 

• Library 

• Municipal garages 

• Nursing Homes 

• Other/Dredging 

• Public safety 

• Recreation 

• WastewaterA/Vater/Sewer 

Almost half of the municipal projects the Task Force received fall into the wastewater/water/sewer 
category. When it is time to prioritize, projects should be judged within their category and not cross- 
category. Again, this should take place if there is funding available for these types of projects. 

The Municipal Task Force recommends that projects be selected in the most fair and equitable way 
possible. The Task Force is concerned that certain communities that do not have ready-to-go projects 
sitting on the shelf, but with as much need as other communities, will miss out on federal funds. 
Certainly, the Task Force promotes regional geographic diversity, but the issue of equity and fairness 
is more than that. That said, the Task Force acknowledges the need to see the final bill to determine 
how to best achieve this within the guidelines of the Federal Act. 

It is important to note the challenges the Task Force had in collecting and organizing information 
received from municipalities. In our effort to move quickly before the Federal Act was filed, the Task 
Force contacted municipalities and casted a wide net to bring in any project that might fit the 
guidelines of the anticipated bill. This resulted in the submission of over 4,600 projects that were 
submitted in different formats (Word documents. Excel spreadsheets, PDF files) that the Task Force 
continues to organize. The Task Force developed a computer code that could read the word 
documents submitted and automatically enter the information from specified fields into an Excel 
spreadsheet. While certainly a helpful tool, it is still imperfect. The list of projects represents what this 
process could extract so the Task Force does expect some potential omissions. For this reason and 
in an effort to better understand municipal priorities, the Task Force emailed the cities and towns to 
request that they prioritize their top 3 projects and prepare to provide us with additional information 
that the Task Force now knows it needs considering the guidelines of the Federal Act. The Task 
Force has made clear that all of submitted projects will be considered regardless of their priority 
status, but it will be useful for to see what the municipalities' highest priorities are given the volume of 
submissions. In this e-mail the Task Force stressed the need for projects to be "shovel-ready" within 
1 80-days, as well as the federal request that these projects create jobs." Additional vetting must be 
done to determine what projects meet these two basic criteria. The Task Force will go back to cities 
and towns to retrieve this information once we determine what funding is available for municipal 
projects outside of the already established formulas. 

5. Agency Staffing Plans 

By its nature, projects that are funded will require administrative and project support at the local and 
state levels. It is not a question of whether or not municipalities and state agencies will need support, 
but rather how much. It is becoming clear that programs like the State Revolving Fund (SRF) may 


" See Section I -Executive Summary tor an explanation of the job creation methodology used by the Municipal Task Force. 
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need additional resources if they are asked to reach out to cities and towns to request more projects 
to fund with the stimulus funding. It is not fully apparent whether they will need to do so, but we 
should be prepared to support the SRF. Demands on the SRF also potentially impose demands on 
the Water Pollution Abatement T rust; the trust anticipates almost a 50% increase in applications as a 
result of projects submitted to the Municipal Task Force. 

In terms of managing the funding from the Federal Act that affects municipalities, funds that flow 
through already established formulas and programs will have a minimal impact on state agencies. If 
there are funds that need to be administered outside of already established programs, the burden on 
state agencies will increase. 

Beyond administration, it is clear that there will be an influx in permitting requests at both the local 
and state level. The Department of Environmental Protection (DEP), anticipates an enormous influx of 
permitting requests, which if "use it or lose it” provisions apply, may require particularly expeditious 
processing. It is the understanding of this task force that the demands on DEP have been discussed 
and plans developed under the supervision of the Permitting, Workforce, and other cross-cutting task 
forces, and are sufficiently addressed elsewhere in this report. 

Finally, depending on how much funding is distributed to cities and towns and in what manner, cities 
and towns may need assistance in administering the funds or permitting to get projects started at the 
requested time. 

6. Barriers and Obstacles to Achieve Objectives 

As described elsewhere in this report, the administration of municipal projects Is unique. Some of 
these unique features may create barriers when an abnormally large volume of projects is introduced 
into what are normally streamlined and fairly constrained channels. Such barriers are described in 
greater detail in the table below. 


1 Barrier/ Obstacle 

Mitigation Strategy 1 Actions Required 

state Revolving 

Fund— need legislation 
to accommodate more 
flexible subsidies in 
federal bill 

• The Water Pollution Abatement Trust and MassDEP have 

prepared corrective legislation for filing. Projects will need to be on 
the SRF Priority Lists and MassDEP is working with USEPA on 
necessary fine tuning to the Priority Lists that MassDEP is in the 
process of evaluating. 

Permitting (Local and 
State) 

• Working with Permitting Task Force to address this issue. 

Private Workforce 

Needs 

• Working with Workforce Task Force to address this issue. The 
Municipal Task Force recommends making an effort to select 
projects that employ a diverse range of workers so we can spread 
out the employment opportunities among the trades. 

Town Approval 

Process 

• Municipalities have different mechanisms for approving projects or 
spending. Towns in particular have a difficult time because they 
may have to bring the project before town meeting to get it 
approved. 

Favoring of Certain 
Municipalities 

• Again, towns and smaller cities may be disadvantaged because 
they have fewer "shovel-ready” projects on the shelf. To address 
this, we have made geographic diversity a factor in the prioritization 
process. 


For more information on Permitting, Procurement and Workforce, please see Section III, Cross-Cutting Task Force Overview. 
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7. Metrics for Measuring Success 

Metrics 

There are a number of ways the Municipal Task Force anticipates measuring success. In general, 
these measures relate to the criteria used for prioritizing and selecting projects in the first place. 
Additionally, many of the federal and state channels anticipated to designate and control funding 
contain existing provisions for measuring success. The Task Force anticipates that in addition to the 
specific measures described below, additional federal and state metrics will be applied to measure 
project effectiveness as well. 


Metric 

Description 

Method for 

Monitoring/Measurement 

Geographic 

Diversity 

• Projects spread throughout the 
Commonwealth. 

• Evaluating the number of projects 
funded through the Federal Act and 
where they are located. 

Funding 
Released in 
a Timely 
Manner 

• The Commonwealth, when 
appropriate, will have to 
disseminate this funding and should 
do so in a timely manner that allows 
cities and towns to start work on 
time. 

• This will depend greatly on the final bill 
and what guidelines are given to the 
states. 

Project 
Started on 
Time 

• The project is started within 1 80 
days of enactment of the Federal 

Act. 

• Evaluate when projects received 
money and when they break ground, 

Project 
Completed 
on Time 

• Projects must be completed in 2 
years of their start date. 

• Measure whether projects are 
completed within 2 years. Projects 
should be completed by 201 1 . 

Project 

Completed 

within 

Budget 

• Additional state money will not be 
available to municipalities if they go 
over budget 

• Program staff will work with 

municipalities to help keep projects on 
track and on budget 

Number of 
Jobs 

Created 

• The primary goal of the Federal Act 
is to create jobs— the more the 
better. 

• Request information from cities and 
towns about expected and actual 
employment both short and long term. 


February 2009 


Task Force Overview-Project Delivery Task Forces 
Page 51 of 464 



603 


Mobilization for Federal Economic Recovery Infrastructwe investtnent Report 


Private Development Task Force 

1. Introduction 

The charge of the Private Development Task Force has been to identify public investment 
opportunities that directly support private economic development activity. 

The Task Force membership included: (1) representatives of the Administration and of the Legislature 
associated with housing and economic development; (2) representatives of the Commonwealth’s 
quasi-public agencies associated with housing and economic development; and (3) private sector 
representatives, including trade and industry group representatives. 

After several meetings, the Task Force recommends project-specific public investments that total 
$1,593 billion in the following areas^: 

• T raditional public infrastructure projects in locations supporting planned 
commercial/residential private development 

• Affordable housing developments unable to proceed due to lack of tax credit investors or 
other financing gaps 

The Task Force also recommends programmatic public investments of $1,979® billion in the following 
areas: 

1 . Broadband Connectivity Funding 

2. Renewable Energy in Private Buildings Funding 

3. MassDevelopment Non-Profit Facilities Fund 

4. MassDevelopment General Business Viability Fund 

5. Massinvest - Micro-Loan and Small Business Lending Retention Fund 

6. Life Sciences Center Funding 

7. Clean Energy Center Funding 

8. Recapitalization of John Adams Innovation Institute 

9. Foreclosed Properties Rehabilitation Fund 

Given the charge of the Private Development Task Force, and the time constraints of the exercise, 
the primary objective of the Task Force was to systematically identify possible projects and programs 
that would effectively support private economic development activity. Because of the unique charge 
of the Private Development Task Force, many nominations for projects were made by parties who 
were not themselves the project proponents. For this reason, much of the information expected to be 
collected through the Task Force exercise was not immediately available. 

The Task Force is highly confident that the exercise has generated a comprehensive listing of the 
projects and programs that should be further examined for their effectiveness in supporting private 
economic development activity. The members of the Task Force have been actively engaged in the 
process and strongly desire to continue to participate in the next step in the process, which for this 
Task Force will be to systematically and consistently apply development readiness and prioritization 
criteria to the nominated projects. 


^ in addirion, the Task Force received 189 addilionat project submissions totaling $1,603 billion. 

® The $1,979 billion in programmatic public investments is not included on the Project List and the total dollars for triese programs 
are not included in the Totai Federal Act Request with the Executive Summary, which only includes projects. 


February 2009 


Task Force Overview — Project Delivery Task Forces 
Page 52 of 464 



604 


Mobilization for Federal Economic Recovery Infrastmcture Investment Report 


2. Members 


Name 

Title 

Agency / Organization 

O'Conneli, Daniel 

Secretary; Task Force Chair 

Executive Office of Housing & 
Economic Development 

Anderson-Lamoureux, 

April 

Director & State Permitting 
Ombudsman 

MA Permit Regulatory Office 

Arce, Pedro 

President & CEO 

Veritas Bank 

Begelfer, David 

CEO 

National Association of Industrial 
& Office Properties - MA 

Chapter 

Bialecki, Gregory 

Undersecretary 

Department of Business 
Development 

Biokerton, Robert 

Associate Education 

Commissioner 

Executive Office of Education 

Boronski-Burack, Debra 

President 

MA Chamber of Business & 
Industry 

Bosley, Daniel 

Representative 

MA House of Representatives 

Brooks, Tina 

Undersecretary 

Department of Housing & 
Community Development 

Cloney, Patrick 

Executive Director 

MA Office of Business 
Development 

Cotter, Kevin 

Business Manager 

Local 12 Plumbers Union 

Crane, Daniel 

Undersecretary 

Office of Consumer Affairs and 
Business Regulation 

Culver, Bob 

President & CEO 

MassDevelopment 

d'Aberloff, Nick 

President 

NE Clean Energy Council 

Doherty, Richard 

President 

Association of Independent 
Colleges and Universities in MA 

Dougherty, Terry 

Assistant Secretary for Finance & 
Fiscal Policy 

Executive Office of Health & 
Human Services 

Draisen, Mark 

Executive Director 

Metropolitan Area Planning 

Council 

Erlich, Mark 

Senior Assistant Administrator/ 
Organizing Director 

NE Regional Council of 

Carpenters 

Gleason, Tom 

Director 

MassHousing Authority 

Guidice, Phil 

Commissioner 

Division of Energy Resources 

Haynes, Bob 

President 

AFL-CIO of MA 

Homer, Ron 

President 

Access Capital Strategies 


February 2009 


Task Force Overview— Project Delivery Task Forces 
Page 53 of 464 







































































605 


Mobilization for Federal Economic Recovery Infrastructure inwsUnent R^jort 


Name 

Title 

Agency / Organization 

Houston, Susan 

Executive Director 

MA Alliance for Economic 
Development 

Hunter, Michael 

Director, Business Resource 

Team 

Department of Business 
Development 

Jamele, Bryan 

Policy Advisor 

Executive Office of Housing & 
Economic Development 

Linde, Ed 

CEO 

Boston Properties 

McGee, Stan 

Assistant Secretary for Policy & 
Planning 

Executive Office of Housing & 
Economic Development 

Mullan, Jeff 

COO 

Executive Office of 

Transportation & Public Works 

Nakajima, Eric 

Senior Policy Advisor 

Executive Office of Housing & 
Economic Development 

Noel, George 

Director 

Department of Labor 

Porter. Andre 

Executive Director 

Office of Small Business & 
Entrepreneurship 

Richards, Lowell 

Director of Port Planning & 
Development 

MassPort 

Robertson, Jeff 

Deputy Director 

MA Municipal Association 

Silva, Edith 

Executive Director 

State Office of Minority & Women 
Business Assistance 

Smith, Rob 

Director of Policy & Planning 

Executive Office of Labor & 
Workforce Development 

Wail, Betsy 

Executive Director 

MA Office of Travel & Tourism 

Walsh, Melissa 

COO 

MA Life Sciences Center 

Warwick, Kyle 

Managing Director - Investment 
Development 

Jones Lang LaSalle 

Windham-Bannister, 

Susan 

President & CEO 

MA Life Sciences Center 

Ziegler, Clark 

Director 

MA Housing Partnership 


3. Key Objectives for the Private Development Task Force 

Public investments in support of private economic development activity offer a unique opportunity to 
provide a direct economic stimulus and to have an indirect multiplier effect by: (a) in some cases, 
immediately triggering other private construction activity undertaken with private funds, (b) in other 
cases, preparing locations for private construction activity at the earliest possible time on the upside 
of the economic cycle, and (c) in all cases, addressing critical impediments to long-term private 
economic development activity in the Commonwealth. 
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All of the project areas and programs recommended by the Task Force align with the five basic 
principles outlined by Governor Patrick in his directions for mobilization. Further information on how 
such alignment is achieved is contained in the specific descriptions of the project areas and 
programs. 

Since the priority principles established by the Development Cabinet (see Appendix 1 for a list of 
these priorities) directly relate to the recommended public investment in traditional public 
infrastructure, those are considered by the Task Force as the guiding principles for this project area, 
without the need for additional criteria. 

For the other recommended project areas and programs, the Task Force recommends additional 
criteria as well, as further outlined in the specific descriptions of the project areas and programs. 

Governor’s Guiding Principles 

The following describes how the recommended projects align with the Guiding Principles outlined by 
Governor Patrick: 


Guiding Principles 

Description 

Invest for the Long 

Term 

All recommended projects will qualify as long-term investments in that 
they will increase long-term job growth or housing growth in the 
Commonwealth. 

Limit impact on 
Operating Budgets 

Ail recommended projects will either be operated and maintained 
within the anticipated operating budgets of the public project 
proponents or will be privately maintained. 

Follow Established 
Infrastructure 

Priorities 

All recommended projects will be scored in accordance with these 
priorities and will meet the standard established by the Development 
Cabinet. 

Diversify 

The recommended projects will be prioritized to assure industry and 
geographic diversity. 

Buy Massachusetts 

This principle will be followed to the extent allowable. 


Task Force Guiding Principles and Criteria 


Guiding Principles and 
Criteria 

Description 

Maximize Immediate 

Employment 

Opportunities 

Among otherwise equally qualified and prioritized projects, prefer 
projects that create the maximum amount of immediate employment 
opportunities 

Maximize Housing Unit 
Creation 

Among otherwise equally qualified and prioritized housing projects, 
prefer projects that create the maximum number of housing units 

Maximize Private 
Funding Leverage 

Among otherwise equally qualified and prioritized projects, prefer 
projects that leverage the maximum amount of other public/private 
funding 
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4. “Shovel-Ready” Projects 

As noted above, the Task Force has not prioritized the projects using the objectives described above. 
The intended process from here is as follows: 

A. Determine for each project whether there is a ready, willing and able project proponent. 

B. If so, determine for each project whether it has been fully designed and permitted and whether all 
needed site control/right of way has been acquired (or whether these steps could be completed 
within 90 days). 

C. If so, determine for each project whether it meets the infrastructure priority standard established 
by the Development Cabinet. 

D. If so, prioritize projects based on the additional Task Force criteria. 

5. Projects 

Projects 

For a detailed list of projects provided by the Private Development Task Force please see Section IV 
- Project List. 

Program Initiatives 

11 Broadband Connectivity Funding - $200 million 
Overview 

Increased broadband availability will enhance the Commonwealth’s competitive position in vital 
sectors of the economy and improve the health, safety, education, and quality of life for the citizens of 
Massachusetts, Broadband access has a proven track record of stimulating economic growth, 
creating jobs, and increasing property values and tax receipts. Under the leadership of the 
Massachusetts Broadband Institute (the "Broadband Institute"), strategic and targeted public 
investments in broadband infrastructure will be made with the objective of ensuring that broadband 
service is available to all currently unserved and underserved citizens in the Commonwealth. 

We believe that, with the $40 million in state bond funds to pursue public-private partnerships, the 
Broadband Institute will be able to accomplish the directives of the Governor and the Legislature to 
bring affordable, robust and ubiquitous broadband to Massachusetts citizens in areas where the 
digital divide is greatest. 

• However, additional federal funding, will allow the Broadband Institute to go beyond the 
executive and legislative directives to accomplish even more, and in a shorter time period. 

Federal Funding 

The Broadband Institute is mobilized to invest $200 million to ensure world-class high-speed Internet 
access for all unserved citizens as well as expand existing capacity for underserved citizens in the 
Commonwealth. 

• With ever increasing capital constraints in all sectors of the economy due to the global 
economic crisis, including in the telecommunications sector, complementary federal funding 
will help to further condition the market for broadband infrastructure deployment and make 
the public-private partnership model more attractive to potential private partners, large and 
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small, thereby stimulating increased investment in advanced telecommunications services to 
those areas of Massachusetts desperately in need. 

Additional federal funding available for broadband would permit us to lay a lasting foundation for the 
future by ensuring that funds are spent on world-class, future-proof infrastructure. We are currently 
working to identify every Massachusetts household that cannot access broadband at any speed. An 
average of $3,000 per unserved household would enable deployment of the most future-proof 
broadband access technologies to unserved households in the Commonwealth. Additional funds 
would be needed to upgrade other portions of the network, such as statewide backbones and fiber 
optic cabling connecting unserved areas to major urban centers, to the same future-proof, world-class 
standard. 

Scope and Types of Projects 

In preparing for the potential availability of federal funds, the Broadband Institute has already 
identified a number of “shovel-ready" projects and is working hard to determine where additional 
federal funding could be most effectively utilized to solve the problem. 

As an illustrative project, the Massachusetts Highway Department recently announced that they will 
be deploying conduits along Interstate 91 and Interstate 291 as part of a $30 million investment in a 
high-tech system that will monitor traffic conditions along both corridors and serve as an important 
homeland security tool for the Commonwealth, Recognizing the synergy between the installation of 
the high-tech system and the Broadband Institute’s mission, the Broadband Institute is prepared to 
target investment for the pulling of a publicly-owned 288 count fiber optic cable within existing conduit 
along Interstate 91 . This build would be one component of a larger fiber optic backbone ring that 
would bring broadband to unserved citizens in western Massachusetts and lay the foundation for 
broadband expansion throughout the Commonwealth. With the same 288 count fiber, a similar 
investment could be made on Interstate 90, from Springfield to the New York border. Total projected 
cost for both projects would be $4.25 million. 

In addition, availability of federal funds would allow the Broadband Institute to implement many of the 
project proposals that we received through our recently completed "Call for Solutions" process - the 
equivalent of a Request for Information, or RFI. Through this process, the Broadband Institute has 
identified a number of thoughtful and feasible proposals. While a number of those proposals can be 
executed with the use of state funds available via bonds, other proposals require resources that 
currently do not exist. For example, federal funding would allow the Broadband Institute to target 
additional investments above and beyond its current capacity, including the deployment of a more 
complete fiber-to-the-town solution for unserved and underserved areas of the Commonwealth, The 
total projected cost for this project is $45 million. 

Jobs & Local Multiplier Effect 

In keeping with the goals of the Administration’s infrastructure priority requirements, complementary 
federal funding for broadband infrastructure deployment would not only benefit the public health, 
safety and welfare, but it would create thousands of jobs for our citizens and stimulate economic 
development in rural areas of the Commonwealth. The Communications Workers of America estimate 
that every $5 billion invested in broadband infrastructure will create approximately 100,000 jobs 
directly in the telecommunications, information technology and computer sectors. According to the 
Department of Commerce, communities with broadband added one percentage point to the 
employment growth rate, 0,5% to the growth of business establishments and 0.5% to the share of IT 
establishments. 

21 Renewable Energy in Private Buildings Funding - $34 million 

The Task Force recommends an investment of $34 million in 2009-2010, matching the existing state 
commitment under the Commonwealth Solar program, to be used to expand the existing rebate 
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program and/or increase the rebate per project, as is determined by the Commissioner of DOER to 
most effectively promote the use of solar energy in private buildings. 

3) MassDevelopment Non-Profit Facilities Fund - $1 .245 billion 

Non-profits contribute significantly to the Massachusetts economy, employing more than 420,000 
people and representing more than 13% of the workforce. They employ more people than most 
industries in the state, including government. The nearly 25,000 non-profit organizations contribute 
close to $50 billion to local communities throughout the state each year, through salaries, purchases 
of goods and services, and other expenditures. In recent years, the number of jobs in the non-profit 
sector has grown, while overall employment in the state has not. 

The support of this sector is critical to the economic well-being of Massachusetts. The recent 
turbulence in the capital markets, coupled with declining revenues and endowment losses, have 
resulted in the postponement of $5 billion of capital projects as identified by recent surveys conducted 
by MassDevelopment, HEFA, the Massachusetts Hospital Association, the Association of 
Independent Colleges and Universities in Massachusetts, and the Massachusetts Cultural Council. 
The table below breaks down the amounts and estimated one year FTEs by specific sector: 





Higher Education 

$1,527,037,000 

67 

Cultural Facilities 

$682,940,891 

72 

Healthcare 

$2,771,218,581 

198 

TOTAL 

$4,981,196,472 

337 


* These projects are not includes in the list of Private Development projects, these projects are within the MassDev^opment Non-Profit Facilities 
Fund program. 

The recommendation is to conservatively address this need by creating a fund equal to one-quarter of 
this identified demand, or $1 ,245 billion. 

The Non-Profit Fund’s primary product offering will be a patient, low-cost subordinated loan that 
would be forgivable at a future date if the institution did not achieve certain financial ratios. The 
forgiveness feature would eliminate the risks of rating downgrades, defaults, and bankruptcy that are 
associated with taking on conventional debt if revenues do not improve and endowments do not 
recover. The Fund would favor those projects that can break ground the soonest and that have the 
highest number of permanent jobs (as opposed to construction jobs) associated with the finished 
project per dollar lent. Demand for this product will likely be greater than its availability, and 
MassDevelopment will seek to leverage its use with conventional debt to the extent that institutions 
are willing and able to access the credit markets. The three Fund components are outlined in the 
Addendum. 

4) MassDevelopment General Business Viability Fund - $280 million 

In the past quarter, MassDevelopment and other state agencies have received numerous requests for 
working capital loans from businesses whose needs are not met by private banks either because the 
businesses are experiencing losses because of the economic slowdown, or because the banks are 
imposing tighter credit standards than they have in the past and reducing advance rates. The 
continuation of this trend would cause job losses and lack of growth by businesses that are otherwise 
viable and would weather the recession if they did not lack working capital. 

The FDIC reported that commercial and industrial loans outstanding with Massachusetts banks 
totaled $6.6 billion on September 30, 2008, This figure represented an increase of $.6 billion over the 
previous year. In a declining economy, much of this increase would have come from businesses 
tapping their unused lines of credit to cover increased inventory and lower revenues as evidenced by 
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a nearly 7% decrease the aggregate amount of untapped lines of credit at 180 Massachusetts banks. 
A 5% reduction (the amount of C&l loans advanced by banks) would equate to a $280 million 
financing gap by businesses currently receiving financing from Massachusetts banks. 

The Business Viability Loan Fund would plug this gap by providing subordinate loans and loan 
guarantees for working capital loans, leveraging private capital to the fullest extent possible. Priority 
would be given to those businesses that have the highest employment per loan dollar and that have 
the best long-term prospects for viability. Most of the job benefits would come from the retention of 
existing jobs by viable businesses that would othenwise be forced to downsize or liquidate during the 
recession. Preserving these jobs would be more cost effective and less disruptive to the economy 
than allowing them to be lost and then having to create new jobs elsewhere. 

5) Massinvest - Micro-Loan and Small Business Lending Retention Fund - $50 million 

The Fund would be a $50 million financing vehicle to fuel the growth of the Emerging Domestic 
Market (EDM). Emerging Domestic Markets are defined as people, places, or business enterprises 
with growth potential that face capital constraints due to systemic undervaluation as a result of 
imperfect market information and conditions. The market segment represents small and medium 
sized businesses, minority and women-owned businesses, urban and rural communities, and 
companies that serve low-to-moderate-income populations.' 

• 89% of all U.S. businesses have less than $1 million in annual sales; 81% have less than $1 
million in revenues; and 14% have $1-5 million in revenues 

• 46% of all small businesses use personal payment cards as a financing source 

• 25% of all EDM businesses are growing faster than national rate for all small businesses and 
account for 27% of all U.S. businesses 

• 26% of US firms are women-owned, yet these businesses received 5% of venture capital 
investments 

• 1 5% of US firms are minority-owned, yet they received less than 2% of venture capital 
investments 

• 19% of US businesses are located in rural areas, yet they received less than 2% of venture 
capital investments. 

The US Census Bureau’s 2006 statistics indicates that Massachusetts has 125,045 EDM businesses 
that report a payroll, representing 86,3% of all such firms. This figure excludes the state’s estimated 
500,000+/- sole-proprietorships. The SBA reports that EDM's have created 60 to 80% of the net new 
jobs since the mid-1990s. During the current economic downturn, retaining businesses in this market 
segment is very important as they will continue to be a key component of the Commonwealth's 
economic engine. 

Current Market Segment Conditions 

The current poor state of the U.S. economy is a challenge for small firms seeking financing. Bank 
lending is off 30 percent from last year due to the credit crunch, resulting in a general concern about 
tending to small businesses. According to the “Small Business Economic Outlook” conducted by the 
Congressional Small Business Committee, lending standards have tightened considerably reflecting 
the lowest supply of credit for small firms in Federal Reserve history. In The Federal Reserve’s Senior 
Loan Officer Survey over 65% respondents reported tighter credit standards on commercial and 
industrial loans, with over 66% bank officers reporting tighter credit standards on credit cards, 
compared to just 32% in the previous survey. Furthermore, the drop in housing prices has meant a 
fall in collateral for new and small firms seeking funding. In order to better assist small businesses 
and help them to survive the current economic downturn and resulting credit crunch, new financing 
products that supplement the current offerings need to be considered. 
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Market research, trend analysis and national policy forums have revealed that EDM segments have 
sophisticated financing needs and a desire to grow. The EDM is neither proportionately served nor 
effectively serviced by existing (non-credit card) lending products or institutional service providers, 
given their historical economic contribution to the GDP of 50% and annual growth rate of 12.8%. 

The gaps in financial products to the targeted market segment are due in part to; 

• Conventional banks are highly regulated and make financing decisions based on historical 
performance instead of future opportunity. 

• Investment banks and private equity firms maintain narrow investment criteria andlack 
familiarity with the small business market segment. 

• Community financial development institutions, while often strong on relationships within the 
market, typically do not have access to a full suite of customized ‘investment bank' financing 
options and advisory services. In addition, they typically serve smaller ‘micro" businesses, 
those with five or fewer employees, as opposed to focusing exclusively on the customized 
needs of a select group of companies with substantial growth potential, 

• The consolidation in the banking industry has led to a drop in local lending partners who 
know their customers and understand their business models. 

• Market research and national policy forums have revealed that small business markets have 
sophisticated needs and a desire to grow that is served neither appropriately nor effectively 
by existing financial services providers. 

The fund will address some of the current deficiencies by offering structured flexibility that will enable 
targeted economic sustainability and, in some cases, growth for businesses with no access 
conventional venture capital funds. In addition, by pairing advisory services with the financing, the 
Commonwealth's investment risk is mitigated and it ensures that capital is being used most efficiently. 

Components of the Proposed Massinvest Fund 

A. Micro-Loan Fund {for seed stage businesses) 

The proposed Micro-Loan Program fills a product gap for loans between $35,000 and $100,000 
which is currently not being served by either commercial lenders or non-profit lenders in 
Massachusetts. The funds will be distributed to existing Micro-Loan providers throughout the 
State with specific lending guidelines. These micro-lenders will also be required to offer technical 
assistance as a condition of receiving the new funds. 

Family Asset Support - A portion of these funds will also be used in conjunction with the 
Individual Development Account (IDA) Program that DHCD administers to micro-lenders across 
the state. The IDA program provides matching funds to the savings of low-income participants. 
The proposed micro-loans would be considered an eligible match to savings accumulated by 
participants via the IDA Program. The new funds will allow micro lenders to leverage additional 
private and federal monies, thus expanding their pool of resources. 

B. Smalt Business Retention Fund {for established small businesses) 

The Small Business Retention Fund supplements traditional credit lines and terms loans typically 
offered by private market and public programs. Target businesses are those with limited or no 
access to conventional loan and investment capital funding products Additionally, the fund 
provides a provision which pairs technical and advisory services with financing, mitigating the 
Commonwealth's investment risk and ensuring that capital is being used most efficiently. 
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The 2008 Babson Entrepreneurship Monitor Report highlights that “funding for microenterprises 
and smali businesses may not match the needs of the business' The Babson study further 
indicates the need to provide “stop-gap funding to the businesses between start-up and high 
growth” stage of development. This type of funding is often referred to as “patient capital” and it 
provides entrepreneurs advantages that debt funding does not by allowing them 
payment flexibility during times of unexpected contraction in the marketplace. Second, the fund 
provides advisory services to building business capability. 

• Fund is for Massachusetts businesses that may be at risk of closing due to the current 
economic conditions or those have the potential to grow their revenues and create new jobs. 

• Funds can be used to provide direct loans to businesses; and loan guarantees and credit 
enhancements to banks and other private commercial lenders; 

• Situational loan terms for working capital needs (loans with longer terms than typical, as 
referred to as “patient capital") 

• Debt restructuring; and 

• Advisory services paired with financings 

• Standardized reporting requirements 


6) Life Sciences Center Funding- $50 million 

The Task Force recommends an investment of $50 million in 2009-2010, matching the existing state 
commitment under the Life Sciences Initiative, to be used for grant, loan and equity investments in 
start-up and entrepreneurial life sciences companies. 

71 Clean Energy Center Funding- $50 million 

The Task Force recommends an investment of $50 million in 2009-2010 to be used for grant, loan 
and equity investments in start-up and entrepreneurial clean energy and energy efficiency 
companies. 

81 Recapitalization of John Adams Innovation Institute- $25 million 

The Task Force recommends an investment of $25 million in 2009-2010 to be used for grant, loan 
and equity investments in start-up and entrepreneurial companies in the information technology, 
advanced manufacturing and advanced materials sectors. 

91 Foreclosed Properties Rehabilitation Fund- $45 million 

The T ask Force recommends an investment of $45 million in 2009-201 0 to be used tor the 
rehabilitation of recently foreclosed properties, supplementing federal funds authorized last year for 
that purpose. 
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6. Agency Staffing Plans 

The following table provides a summary snapshot of the staffing needs discussed in more detail 
throughout this section. 


Federally funded FTE Request Based on Agency Staffing Analysis 

Number 
of FTEs 

Public Infrastructure 

2 

Affordable Housing 

3 

Renewable Energy 

0 

Mass-Development 

5-6 

Mass-In vest 

2-3 

Life Sciences 

0 

Clean Energy 

2-3 

Recapitalization of John Adams Innovation Institute 

2-3 

Foreclosed Properties Rehabilitation Fund 

2-3 


Traditional Public Infrastructure 

The proposed public investment would require two additional full-time staff within the Department of 
Business Development to provide overall program administration due to the volume of projects. Each 
project may also require additional project staffing at the level of the specific agency or municipality 
having primary responsibility for project execution. 

Affordable Housing Developments 

The proposed public investment would require three additional full-time staff within the Department 
of Housing and Community Development to provide overall program administration due to the volume 
of projects. One position is a management position required to oversee the execution of these funds 
in a timely, efficient manner consistent with all applicable federal and state requirements. The 
remaining two positions are somewhat junior positions required to process the applicable paperwork 
and monitor the use of the funds. 

Program Initiatives 
a) Broadband Program Investment 

Federal funding would also be used for programmatic hiring at a level necessary for the prudent and 
expeditious use of additional funds for broadband Infrastructure in the Commonwealth. Possible 
positions include: (1) an interagency liaison position to work closely with other secretariats such as 
the Executive Office of T ransportation and Public Works {Massachusetts Highway Department) to 
identify complementary capital projects and the Executive Office of Administration and Finance 
(DCAM) to ensure proper asset management principles are incorporated into broadband projects; (2) 
an additional two program positions at the Broadband Institute with network design experience to 
manage projects specifically tied to potential federal funding; and (3) a municipal preparedness 
position to work collaboratively with municipalities and regional planning authorities to ensure that a 
streamlined approach is taken at a local and regional level with regard to permitting and ordtiance 
issues. 
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b) Renewable Energy in Private Buildings Funding; No additional staffing needs 

c) MassDevelopment Funds: 5-6 additional staff needed. 

d) Massinvest- Small business and micro-lending program: 2-3 additional staff needed. 

e) Life Sciences Center Funding: No additional staffing needs. 

f) Clean Energy Center Funding: No additional staffing needs. 

g) Recapitalization of John Adams Innovation Institute: 2-3 additional staff needed. 

h) Foreclosed Properties Rehabilitation Fund; 2-3 additional staff needed. 

7. Barriers and Obstacles to Achieve Objectives 


Barrier / Obstacle 

Mitigation Strategy 1 Actions Required I 

Traditional Public Infrastructure 

Completion of design needed to allow 
construction start within six months may require 
financial resources other than federal funding. 

Make available state resources for final 
completion of design and permitting of 
otherwise eligible priority projects 

Traditional Public Infrastructure 

Some worthwhile projects may not be able to 
start construction within six months without 
design-build authority (may require legislative 
relief). 

Make needed statutory change to grant design- 
build authority for otherwise eligible priority 
projects 

Traditional Public Infrastructure 

Completion of final project permitting may 
require expedited attention by permitting 
authorities. 

Mobilize inter-agency permitting board to 
expedite final permitting for otherwise eligible 
priority projects 

Program Initiatives 

MassDevelopment Funds - Potential for 
perceived competition with banks and other 
lenders 

Develop program in close coordination with 
private banks and financial institutions to target 
funding at financing gaps not covered by 
private sector 

Program Initiatives 

MassDevelopment Funds - Continued lack of 
private party investors, even with public partners 
mitigating their risks 

Develop program in close coordination with 
private banks and financial institutions and 
obtain upfront commitments to lend where 
agreed-upon public commitments are made 

Program Initiatives 

Massinvest Funds- Effective promotion of funds 
being available to potential beneficiaries 

Collaboration with the MA Bankers Association, 
MA Community & Banking Council, Community 
Development Financial Institutions (CDFI’s), 
Small Business Development Centers 
(SBDCs), the Small Business Administration 
and our existing diverse network of regional 
and industry-specific small business lenders to 
promote the availability of funding 

Program Initiatives 

Massinvest Funds - Potential for perceived 
competition with banks and other lenders 

Develop program in close coordination with 
private banks and financial institutions to target 
funding at financing gaps not covered by 
private sector 

Program Initiatives 

Develop program in close coordination with 
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1 Barrier ! Obstacle 

Mitigation Strategy / Actions Required I 

Massinvest Funds - Continued lack of private 
party investors, even with public partners 
mitigating their risks 

private banks and financial institutions and 
obtain upfront commitments to lend where 
agreed-upon public commitments are made 


8. Metrics for Measuring Success 
Metrics 


Metric 

Description 

Method for Monitoring / 
Measurement 

Traditional Public 
Infrastructure - 
Square Footage 

• Square feet of private 
commercial development for 
which construction actually starts 
due to public investment 

• Participants agree to submit 
metrics as a requirement of 
financing 

Traditional Public 
Infrastructure - 
Square Footage 

• Square feet of private 
commercial development for 
which sites are now “shovel- 
ready" due to public investment 

• Participants agree to submit 
metrics as a requirement of 
financing 

Affordable Housing 
Developments - 
Units 

• Number of housing units for 
which construction actually starts 
due to public investment 

• Participants agree to submit 
metrics as a requirement of 
financing 

Affordable Housing 
Developments - 
Units 

• Number of housing units for 
which sites are now “shovel- 
ready” due to public investment 

• Participants agree to submit 
metrics as a requirement of 
financing 

Program Initiatives - 
MassDevelopment 
Funds - Jobs 

• Short and long-term jobs created 

• Long-term Jobs retained 

• Participants agree to submit 
metrics as a requirement of 
financing 

Program Initiatives - 
MassDevelopment 
Funds - Return on 
public monies 

• Private funding leveraged due to 
public investment 

• Where applicable, revenue 
enhancement of businesses 
financed with public monies 

• Participants agree to submit 
metrics as a requirement of 
financing 

Program Initiatives - 
Massinvest - Jobs 

• Short and long-term jobs created 

• Long-term jobs retained 

• Participants agree to submit 
metrics as a requirement of 
financing 

Program Initiatives - 
Massinvest - Return 
on public monies 

• Private funding leveraged due to 
public investment 

• Where applicable, revenue 
enhancement of businesses 
financed with public monies 

• Participants agree to submit 
metrics as a requirement of 
financing 
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state Facilities and Courts Task Force 

1. Introduction 

The Mission of the State Faciiities and Courts Task Force. The State Facilities and Courts Task 
Force was established by the Governor to plan and prepare for the possibility of receiving significant 
new federal funding under the anticipated Federal Act for investment in state facility and court capital 
projects. Specifically, the Governor charged the State Facilities and Courts Task Force with 
developing a work plan that provides the following information with respect to investments in state 
facility and court projects: (i) a statement of overall objectives; (ii) a list of projects that are “shovel- 
ready”, including project description, location, cost, schedule and agency or entity responsible; (iii) a 
staffing plan for carrying out projects funded under the Federal Act; (iv) metrics by which to measure 
success in meeting objectives; and (v) any gaps or barriers identified jo meeting the objectives as 
well as plans to address them. 

The work assigned to this Task Force by the Governor is critical to ensuring that the Commonwealth 
is prepared to take full advantage of the opportunity presented by the Federal Act. Significant federal 
funding for these types of capital investments would not only create desperately needed jobs in the 
near term, but it would also allow the Commonwealth to address a backlog of capital investment 
needs and further other important priorities that result in long-term benefits. 

Under the Federal Act, however, there are expected to be "use it or lose if provisions that require the 
commitment and expenditure of federal funds on eligible capital projects within specified time frames. 
These provisions are being included to ensure that the funding is being spent on projects that can 
commence quickly and create jobs in the near term. If a state does not spend funds for eligible 
projects quickly enough, the funds are expected to be reallocated to other states. The work of this 
Task Force - and the others established by the Governor - will help ensure that we are ready to 
invest any funds we receive promptly and wisely. 

It should be noted that the scope of work of this Task Force was limited to potential capital 
investments in the following types of state facilities: buildings and facilities owned and operated by 
state agencies; state-funded public housing; court buildings and buildings and facilities under the 
control of the Massachusetts Convention Center Authority. Investments in transportation 
infrastructure, municipal facilities and privately-owned facilities are being addressed by other task 
forces. In addition, any energy efficiency or renewable energy investments in state facilities and 
courts and any investments in state higher educational facilities are being addressed by other task 
forces, but the projects may be in the project lists for the State Facilities and Courts Task Force and 
the other task forces. 

The Process of the State Faciiities and Courts Task Force. The State Facilities and Courts Task 
Force was established in mid-December 2008. Pursuant to the Governor's direction, the Task Force 
was composed of a broad range of stakeholders, including: representatives of the state agencies that 
carry out state facility and court capital projects, representatives of state agencies that use state 
facilities and courts, representatives of contractor and subcontractor associations, a representative of 
a building trades organization, representatives of the business community, state legislators and 
representatives from the Office of Labor and Workforce Development. The individual members of the 
State Facilities and Courts Task Force are listed in Section 2 below. This broad representation 
contributed to productive, well-informed and thoughtful deliberations at Task Force meetings at which 
all perspectives were articulated and considered. 

The State Facilities and Courts Task Force held five meetings of the full Task Force, the first of which 
was held on December 22, 2008 and the last of which was held on January 21 , 2009. At its first 
meeting, the Task Force developed objectives for investments made in state facility and court capital 
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projects funded under the Federal Act and metrics that should be used to measure our success in 
meeting those objectives in connection with any such investment of federal funds. At the second 
meeting, the Task Force discussed the project readiness criteria the state agencies should use in 
identifying eligible projects for consideration and began to identify gaps and barriers to achieving the 
objectives for state facility and court capital investments. At the third meeting, the Task Force 
reviewed the staffing plans of the agencies that would be responsible for carrying out the federally- 
funded projects. At the fourth meeting, the Task Force reviewed the status of the agencies’ 
development of lists of "shovel-ready "projects, identified gaps and barriers to achieving the 
objectives for state facility and court capital investments, and identified plans for addressing those 
gaps and barriers. At the fifth and final meeting, the Task Force reviewed a draft of this report and 
made final decisions with respect to the content of the report. 

The Final Product of the State Facilities and Courts Task Force. The State Facilities and Courts 
Task Force is proud to submit the work plan contained in this report. This work plan is responsive to 
the Governor’s request and reflects a lot of hard work by all members of the Task Force, particularly 
the representatives of the state agencies that will be responsible for carrying out any state facility and 
court projects funded under the Federal Act. The collaborative and constructive deliberations at task 
force meetings resulted in more thoughtful and comprehensive planning than each agency could 
have done on its own. This was a valuable process, and the quality of the work plan presented in this 
report reflects the thoughtful and valuable contributions made by all of the Task Force members. 

2. Members 


Name 

Title 

Agency / Organization I 

Gonzalez, Jay (Chair) 

Undersecretary 

Executive Office for Administration and 
Finance 

Bernard, Steve 

Assistant Secretary for 
Administration and 
Operations 

Executive Office of Health and Human 
Services 

Brewer, Stephen 

Senator 

Massachusetts State Senate 

Cooper, Stephanie 

Chief of Staff 

Department of Conservation and 

Recreation 



Executive Office of Public Safety and 
Security 

Gatzunis, Thomas 


Department of Public Safety 

Haley, Jack 

Director of Engineering & 
Maintenance 

Massachusetts Convention Center 

Authority 

Lawton, Monica 

Executive Director 

Associated Subcontractors of 
Massachusetts, Inc. 

Mulligan, Robert 

Chief Justice tor 
Administration and 
Management 

Administrative Office of the Trial Court 

O’Flaherty, Eugene 

State Representative 

Massachusetts House of Representatives 

Perini, David 

Commissioner 

Division of Capital Asset Management 

Petrucelli, Robert 

Executive Director 

Associated General Contractors of 
Massachusetts 

Raso, Charles 

Business Manager 

Bricklayers and Allied Craftsmen Local #3 
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Name 

Title 

Agency / Organization 

Schectman, Amy 

Associate Director 

Department of Housing & Community 


for Public Housing and 
Rental Assistance 

Development 

Wallace, David 

Director 

Division of Apprentice Training, 

Department of Workforce Development 

Walsh, Jim 

Executive Director 

Massachusetts Sheriffs’ Association 


3. Key Objectives for State Facilities and Courts Task Force 

The primary goal of the Federal Act is to invest in projects that can commence quickly and create jobs 
in the near-term to help lay the foundation for an economic recovery. Across the Commonwealth, as 
of December, 2008, nearly 27,000 construction workers were collecting unemployment benefits, and 
more are expected to join the unemployment rolls in the ensuing months. An influx of federal funding 
for capital investments in state facilities and other public infrastructure will help to reverse this trend 
and to support a wide-range of trades and industries throughout the Commonwealth. 

Governor’s Guiding Principles 

In addition to furthering this important job creation objective, the Governor has charged this Task 
Force and other task forces with developing plans to use the opportunity presented by the federal 
funding to make investments that further other important objectives of the Commonwealth. In 
charging each task force with developing these objectives for each particular area of infrastructure 
investment, the Governor directed the task forces to observe the following guiding principles: 


Guiding Principles 

Description 

Invest for the Long 

Term 

All projects under this program should have a long-term benefit, in 
addition to the stimulus effect of putting people back to work now. 

Limit Impact on 
Operating Budgets 

Prefer investments that will reduce - or at least not add to - demands 
on the operating budget. 

Follow Established 
Infrastructure 

Priorities 

Make choices based on the infrastructure recommendations recently 
approved at the Development Cabinet. 

Diversify 

Subject to whatever constraints there may be in the federal legislation, 
prioritize projects for funding in a manner that ensures funds will be 
allocated across a variety of industries and geographic locations. 

Buy Massachusetts 

To the extent possible, contract with Massachusetts contractors, 
purchase goods and services from Massachusetts companies, and hire 
Massachusetts people. 
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Task Force Guiding Principles and Objectives 

In furtherance of the job creation goal and the Governor's guiding principles the State Facilities and 
Courts Task Force developed the following objectives for investment of any available funds under the 
Federal Act in state facility and court projects: 

Objectives for State Facility and Court Investments 

• Create positive economic impact - create construction jobs in near term and preferably for a 
sustained period of time. 

• Improve condition of state facilities - address backlog of deferred maintenance to address 
structural integrity of building stock, remedy health and safety concerns, improve environment 
for state workers, public housing residents and members of the public, and reduce 
maintenance and future capital investment costs. 

• Gain long-term benefits - invest in projects that are consistent with the Administration's 
infrastructure investment priorities, support core functions of state government and support 
the missions and long-term programmatic goals of state agencies. 

• Achieve efficiencies - invest in projects that result in operating budget savings or 
programmatic efficiencies. 

• Diversify investments - invest in different types of state facilities, different types of projects 
involving different trades and industries, and different parts of the state to ensure that a wide 
variety of state agencies, contractors, workers and areas of the state benefit. 

• Deliver projects on-time and on-budget - proactive agency management of projects to ensure 
effective and efficient project delivery. 

To the extent the Commonwealth has flexibility in allocating federal funding - or state bond capacity 
indirectly made available as a result of federal funding - for state facility and court projects, the Task 
Force recommends that “shovel-ready" projects be prioritized for funding based on these objectives. 
Specifically, the extent of the economic and jobs impact should be given significant weight and should 
be evaluated based on the number of construction jobs estimated to be created by a project, duration 
of the project and of the related jobs, the types of jobs expected to be created and the location of the 
project. In addition, to the extent possible, each state facility or court project funded should satisfy the 
next three objectives - improve the condition of state facilities, achieve other long-term benefits and 
achieve efficiencies - and greater weight should be given to those projects that will most effectively 
further these three objectives. After prioritizing projects for funding based on the approach and 
objectives described above, adjustments should be made as needed to ensure that the objective of 
diversifying investments in state facilities and courts across different types of facilities, different trades 
and industries and different regions of the Commonwealth is satisfied. Lastly, state agencies should 
take all steps within their control to deliver projects on-time and on-budget. 

With respect to the long-term benefits objective noted above, the missions and long-term 
programmatic goals and priorities of the related state agencies will be a key consideration. Based on 
information provided by certain agencies in connection with this task force report, the following are 
some of the agency-specific goals and priorities that should be taken into account in evaluating 
projects under their purview in considering this objective: 

Agency Objectives 

Division of Capital Asset Management (DCAM) 

DCAM is the primary manager of vertical building construction for state facilities and does not 
typically operate state facilities. The agency's central focus on delivering quality, cost-efficient service 
to its client agencies acknowledges the importance of capital facilities in the delivery of critical state 
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services to those citizens that are often the most vulnerable. Towards that end, DCAM works to 
support client agency core functions by improving the physical condition of critical state facilities. 
Through its energy programs and other projects, DCAM also seeks to provide the most cost efficient 
facilities for its clients - working to save operating dollars that could be better spent by client agencies 
on their critical programs. 

Another important aspect of DCAM's work is to improve public health and safety. This includes 
demolition of long abandoned state buildings to enhance public safety and save money; installing 
new heating, ventilation, and air conditioning systems to improve indoor air quality and comfort at 
older facilities; and implementing environmental remediation projects at state facilities to improve 
environmental quality. 

The proposed Federal Act offers DCAM a unique opportunity to further its mission in support of the 
myriad agencies that it serves; 

• DCAM is charged with building new or replacement facilities to house critical state functions. 
There are many such key projects proposed for federal funding, including several in support 
of the Governor's higher education agenda. 

• DCAM is increasingly focused on promoting sound maintenance of existing state facilities. 

The vast majority of DCAM's proposed projects for federal funding do just that - addressing 
critical building repairs that will help to extend the useful life of these important assets. 

• DCAM has been implementing energy efficiency retrofits at state facilities for more than two 
decades. The energy component of DCAM's mission, however, is focused on this area like 
never before in response to the high priority placed on energy efficiency by Governor Patrick 
and the Administration, In addition to ensuring that new facilities are built with energy and the 
environment in mind, DCAM's proposed project list includes many energy retrofit projects that 
will reduce operating costs, and the environmental impacts at dozens of existing state 
facilities. These projects are included in the Energy Task Force report. 

• Finally, DCAM is charged with the sound management of the state's real estate holdings. 
Many projects on the proposed DCAM list will allow for demolition and environmental cleanup 
of surplus state properties. This will improve public health and safety, while, in many cases, 
paving the way for redevelopment of the properties in the future. 

Department of Conservation and Recreation (DCR) 

The Department of Conservation and Recreation is steward of one of the largest state parks systems 
in the country. DCR is responsible for 450,000 acres made up of forests, parks, greenways, historic 
sites and landscapes, seashores, lakes, ponds, reservoirs and watersheds. DCR manages a range of 
state facilities including over 2,000 buildings, hundreds of bridges, parkways, rinks, pools and other 
active recreation facilities. 

DOR'S capital program for FY2009 consists of about $138 million in funding and over 90 projects or 
categories of spending. Capital Projects vary widely and include: land acquisition, bridge and parkway 
maintenance and rehabilitation, maintenance and new construction of pools, as well as upgrades to 
existing recreational facilities and complexes including visitor centers, comfort stations, bail fields, 
camping areas, pathways and parking lots. 

DCR used a similar process to its capital planning process to establish its key objectives for the 
projects recommended tor funding by the Federal Act. This process included consultation with the 
Office of the Commissioner, Engineering, Planning, Park Operations, Program Development, External 
Affairs, Government Affairs and Legal as well as the various agency constituencies. Plans and 
projects put forth were evaluated based upon key criteria, including: 
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• Public Safety/Public Health - Protecting the public satety/health or meet a public safety/public 
health regulation. 

• Impacts on Maintenance Costs - Reducing the cost of maintenance via an upgrade of a 
facility or reducing energy or utility costs by constructing/installing energy efficient and less 
costly equipment for lighting or traffic signals. 

• Public Demand - Serving an area of high demand and meeting the needs of the community it 
will serve (e.g., constructing a comfort station for a heavily used public beach). 

• Undersefved location - Filling recreation needs in an area where other facilities, public and 
private, are not available (e.g., public recreation facilities in inner city neighborhoods). 

• Equitable distribution throughout the Commonwealth - Improving facilities throughout the 
Commonwealth. 

• Alternative Funds - Prioritizing projects based on the availability of non-state funds to 
maximize state investment. 

Projects reflecting these criteria were identified for inclusion in the Task Force report. 

Department of Fish and Game (DFG) 

The Department of Fish and Game (DFG) is charged with stewardship responsibility over the 
Commonwealth's marine and freshwater fisheries, wildlife species, plants and natural communities. 
The Department conserves and restores the state's rivers, streams, lakes, ponds, wild lands, and 
coastal waters through programs of research, restoration, and land protection. The DFG also 
promotes recreational uses of the state's public lands and waters consistent with the agency's 
mission. Through its Division of Marine Fisheries, the DFG regulates Massachusetts' commercial 
fishing industry, which is ranked third in the nation after California and Florida in terms of product 
sales and jobs supported. 

The DFG has four principal divisions: the Division of Fisheries and Wildlife (DFW); the Division of 
Marine Fisheries (DMF); the Office of Fishing and Boating Access (FBA); and the Riverways 
Program. DFW has numerous regional offices and other facilities that desperately need rehabilitation 
and maintenance. The division also manages more than 170,000 acres of wildlife management 
areas, some of which have dilapidated houses and other structures that should be removed to 
promote public safety and environmental stewardship. DMF facilities such as its shellfish purification 
plant and laboratories are in need of major upgrades. The FBA maintains more than 275 boating 
access facilities and sport fishing piers that have major maintenance needs, while the Riverways 
Program partners with federal, state, and private entities in projects that involve dam removal, culvert 
and bridge reconstruction, fish passage and other construclion to benefit fish and other aquatic 
dependent wildlife, while promoting public safety and long term cost savings. 

A key objective of the projects DFG has recommended for Federal Act funding is to reconstruct and 
rehabilitate existing facilities. When evaluating projects, DFG focused heavily on projects that 
supported job creation while also remedying safety and accessibility problems at existing facilities. 

Department of Housing and Community Development (DHCD) 

DHCD's Division of Public Housing and Rental Assistance (DPHRA) is responsible for assisting Local 
Housing Authorities (LHA) in the development, management and maintenance of the 50,000 units of 
state public housing for low-income families (16,000 units), elders (32,000 units) and persons with 
special needs (2,000 units). Located in 242 communities across the Commonwealth, the program 
is available to households with incomes of less than 80% of median and is a major element in the 
state’s safety net, housing over 15% of the Commonwealth's extremely low income households (less 
than 30% of median). 


February 2009 


Task Force Overview— Project Delivery Task Forces 
Page 70 of 464 



622 


Mobilization for Federal Economic Recovery Infrastrucliff’e invesbnent R^>orl 


For the 16 years prior to the Patrick/Murray Administration, there was severe underfunding in both 
capital and operating assistance. The Administration has taken an aggressive approach to restoring 
the condition of this precious housing, but prior neglect has resulted in a backlog of capital needs of 
roughly $2 billion. The resulting poor conditions cause accelerated building deterioration and 
negatively impact the health and safety of tenants, who make up more than one percent of the state’s 
population. 

DPHRA provides state funds to LHA's in the form of operating subsidies and capital grants while staff 
professionals provide technical assistance and oversight to maximize the efficiency and effectiveness 
of local operations. Within DPHRA, the Bureau of Housing Development and Construction (BHDC) 
provides targeted assistance in meeting LHAs' most urgent capital needs through a variety of 
programs, each of which includes a multiyear pipeline of projects which together represent needs of 
hundreds of millions of dollars. Projects include repair, replacement or modernization of failing roofs 
and building envelope components, failing heat and hot water systems, inadequate ventilation and 
electrical systems, aged and failing elevators, plumbing and plumbing fixtures, sewers, cabinetry, 
interior finishes and equipment and deteriorating pavement and site facilities. 

DHCD evaluated its $2 billion backlog to identify the highest priority projects to recommend for 
funding from the Federal Act, as well as evaluating the anticipated staffing needs of those projects 
and how to best leverage existing DHCD and LHA staff to manage the work. The projects 
recommended are prioritized according to the following key objectives: 

• Acceleration of projects underway in the current capital pipeline, and inclusion of energy- and 
water-saving enhancements. 

• Energy- and water-saving projects - referred to as Sustainability Projects - that could be 
managed at a large-scale that LHA could manage installation of, such as statewide 
purchases of water saving toilets, and appliances and fixtures. The total dollars requested for 
these projects is included in the Energy Task Force report, but the detailed project list and 
staffing needs are included within the State Facilities report. 

• Projects that address immediate code improvements to improve quality of life and accelerate 
re-occupancy of vacant units, and can be delegated and delivered by LHA on their own or 
with limited support from DHCD and local contractors and craftsmen. 

• High-value comprehensive modernization projects with significant energy and water 
conservation components were then prioritized. Projects that are in-design and can be 
"shovel-ready" within 180-days were selected for recommendation. 

Massachusetts Convention Center Authority (MCCA) 

The MCCA’s mission is to generate significant regional economic activity by attracting conventions, 
tradeshows, and other events to its world-class facilities while maximizing the investment return for 
the residents and businesses in the Commonwealth. The MCCA owns and oversees the operation of 
the Boston Convention & Exhibition Center (BCEC), the John B. Hynes Veterans Memorial 
Convention Center, The MassMutual Center in Springfield, MA and the Boston Common Garage. 

The Massachusetts Convention Center Authority is seeking project funding to enable the organization 
to satisfy five key objectives, all of which shall accrue significant benefit to the citizenry of 
Massachusetts and more specifically, the many exhibitors, attendees, fans, patrons, clients, and 
employees who visit, park, or work in one or more of four State owned facilities. The identified project 
mix effectively eliminates a public safety issue and significantly enhances the work place environment 
in the Hynes Convention Center by the elimination of a known potential health risk. The suggested 
improvements to the Boston Common Garage and the Mass Mutual Center facilities are designed to 
enhance the customer experience and positively impact both expenses and the revenue these two 
important facilities contribute to the Authority’s overall operating budget annually. Lastly, the further 
investment made in the Springfield Massachusetts facility will better insure that our Sports Arena 
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building continues to satisfy the needs of our main tenant, the Springfield Falcons, and their valued 
ice hookey fans who live in and around the City of Springfield, This relationship is very important to 
the residents and businesses located in the heart of the city. 

4. “Shovel-Ready” Projects 

Agencies followed a similar process for identifying “shovel-ready" state facility and court projects for 
which construction work could commence within 180 days. The project readiness evaluation is critical 
to ensuring the Commonwealth identifies and considers projects for funding that will be sure to satisfy 
the "use it or lose it” requirements under the federal legislation. The agencies all engaged in an 
intensive and diligent process to identify “shovel-ready" projects and to take creative approaches to 
planning project delivery methods to expand the list of projects that meet the readiness criteria. 

Project Pipeline Evaluation 

All task force member agencies began the process of prioritization by first evaluating their universe of 
potential projects. They each gathered project information from a variety of information sources, 
including: 

• Capital plans. All agencies reviewed their projects expected to be funded in the out years of 
the Commonwealth five-year capital investment plan to determine if they could be 
accelerated. Each agency leveraged its respective capital planning systems and internally 
managed project databases. They reviewed their multi-year project pipelines with the 
Governor’s and Task Force's objectives and priorities in mind. 

• Constituency requests. Agencies evaluated requests and recommendations provided by 
agencies, partners, advocates and facilities staff. DCAM reviewed past and new funding 
requests from client agencies, OCR consulted with their partners, advocates and facilities 
staff. DHCD solicited proposals from its LHA partners based on their deferred maintenance 
backlogs and capital plans, 

• Deferred maintenance. Backlogs in deferred maintenance identified through the agencies’ 
asset management databases that had been considered but not ultimately included in state 
capital plans were reviewed. 

Readiness 

T ask force members gathered their most senior leaders, including construction and facilities staff to 
narrow the lists of projects to those that they are confident could begin construction work within 180 
days and consequently would be likely to meet the “use it or lose it" requirements that are ultimately 
included in the Federal Act. Projects were evaluated to ensure that sufficient design was completed to 
enable them to be “shovePready” within 180 days, or that a contractor could be hired within 180 days 
to commence this work. This evaluation included an assessment of the amount of time it typically 
takes to procure and commence similar projects, the extent to which site acquisition, permits or other 
potential obstacles to commencing a project exist, and work and planning done to date. Agencies 
also worked with their partners (e.g„ LHA) to select projects that could be feasibly implemented and 
managed by them, thereby leveraging iocai staff expertise and experience. 

Each agency identified different types of projects and approaches to ensure project readiness: 

• Expansion: Add scope to projects that are in the design or construction pipeline. These 
projects are on the FY2009 capital plan and with the addition of Federal Act funding could 
have expanded scopes that were not planned until future years. 

• Acceleration: Accelerate the timeline to complete projects that are in study or design and 
are already approved on the state's capital spending plan for future years. 
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• Deferred maintenance: Complete critical repairs or replacements that have been 
backlogged and could commence quickly. 

• Bid ready and new projects: Projects that have been partly or fully designed, but are not yet 
approved and funded under the state’s capital program. 

To allow for streamlined management and delivery of the work and to ensure project readiness, 
certain types of small projects are planned to be bundled into logical groupings to maximize the 
efficiency of procuring and managing contractors to do the work, and/or to allow for one team of in- 
house experts to execute a group of projects. These planned bundling opportunities were limited to 
those groupings of projects where significant time savings and/or cost savings will be realized or 
where significant risks with respect to project commencement and delivery would be avoided. 

• DCAM will bundle envelope (windows, roofs, enclosures) projects where there are multiple 
projects at a facility, and will bundle site work (paving, roadways, and sidewalks). 

• Where there is an energy project planned or underway at a facility, DCAM will incorporate 
related repairs and envelope work into the project. 

• OCR’s capital program includes a number of general project categories where additional 
funds can be added to existing contracts to expand the number and range of project 
completions using existing staff resources (e.g., paving, dam maintenance, stormwater 
management). 

. DHCD has identified sustainability projects targeting energy and water savings, clean energy, 
and green building that could be procured quickly, as they do not require design (e.g,, low 
flow toilet initiative, energy efficient appliance and lighting program, solar roof program, 
regional ESCOs). Many of these projects are included in the Energy Task Force report, 

• MCCA has identified projects that can all be supported using their House Doctor design firm, 
Simpson, Gumpertz, and Heger, Inc. and can be managed day to day by Tishman 
Construction Corporation. 

5. Projects 

Projects recommended for prioritization from the State Facilities and Courts Task Force have been 
provided by the following agencies: Administrative Office of the Trial Court, Division of Capital Asset 
Management, Department of Conservation and Recreation, Department of Fish and Game, 
Department of Housing and Community Development, the Executive Office of Public Safety and 
Security, Massachusetts Convention Center Authority, and Massachusetts Sheriffs' Association. 


Agency 

Types of Projects 

Total Federal Act 
Request 
($ Millions) 

DCAM 


$848.11 ■ 


Higher Education, including UMASS 

$438.49 


Health & Human Services 

$116.66 


Sheriffs 

$91.35 


Judiciary/Courts 

$84.46 


Public Safety 

$44.91 

DHCD 


$596.8 ■■ 


Current Pipeline 

$281.8 
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Agency 

Types of Projects 

Total Federal Act 
Request 
($ Millions) 


LHA Delegation 

$133.7 


Comp-modernization 

$73.5 


Strategic Sustainability 

$36.9 


New Code/Life Safety 

$11.0 

DCR 


$280.9 

DFG 


$55,8 

MCCA 


$10.4 


* Excluding duplicates with Energy, the Total Federal Act Request for DCAM is $612.8 MM. Please refer to section IV of the report for a detailed 
list of duplicates 

** Excluding duplicates with Energy, the Total Federal Act Request for DHCD is $466.02 MM. Please refer to section IV of the report for a 
detailed list of duplicates 

6. Agency Staffing Plans 

Each Agency has evaluated their staffing needs to administer and manage the projects 
recommended and has provided estimates for the number and type of jobs that will be needed. It is 
important to note that agencies would need to carry out these federally funded projects in addition to 
their existing workload. Actual staffing requirements will ultimately depend on the actual number of 
projects or funding amount received. The Workforce Development Task Force report includes 
recommendations for expediting the hiring process and method of hiring any additional staff that 
would be required. It is assumed that any additional staffing needs would be funded from amounts 
made available under the Federal Act. 

The table below shows the existing construction-related staffing at each agency and the annual 
construction production rate for FY2009. These FY2009 numbers do not include funding requested 
through the Federal Act. The purpose of this table is to estimate the annual construction production 
rate per construction-related Full-Time Equivalent (FTE). Based on that, the estimated number of 
additional staff required to manage the projects that will be federally funded can be estimated. 


Table 1: Fy2009 Staffing Plans & Annual Production Rate (Not including Federal Act 
projects) ($s Millions) 



DCAM 

DHCD 

DCR 

DFG 

MCCA 

Ret. 

Source 

Total FY2009 
Construction FTE 

173.5 

47 

151 

5 

20 

A 

Current Agency 

Construction 

staffing 

Construction 
Production on 

FY2009 Capital 

Plan 

$358.0 

$104.0 

$147.5* 

$1.6 

$24.6 

B 

FY2009 

Construction 

Capital Budget 

FY2009 Annual 
Production/ 
Construction FTE 

$2.1 

$2.2 

$1,0 

$0.3 

$1.2 

C 

= B -s- A, ("Annual 
Production Rate" 
per FTE) 


' This is the FY2009 DCR Capital Budget, not just the OCR's ca(»t^ consfruction budget. 
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Based on the amount of Federal Act funding requested and the FY2009 Production Rate, the 
additional staff needed to manage federally funded projects has been estimated on the table below. 


Table 2: Estimated Number of Additional FTEs Required to Manage Federal Act Funded 
Projects ($s Millions) 



DCAM 

DHCD 

DCR 

DFG 

MCCA 

Ref. 

Source 

Total Federal Act 
Request {$s in 
Millions) 

$848.1 

$596.85 

$280.9 

$55.8 

$10.4 

D 

Agency Project 

List 

Estimated Annual 
Federal Act 
Construction 
Production ($s in 
Millions) 

$120 

$120 

$112.0 

$22.3 

$10,4 

E 

Agency 

determined 

estimation 

Estimated Number 
of federally funded 
FTE @ FY2009 
Annual Production 
Rate 

58.2 

54.2 

115.0 

70.2 

8.5 

F 

o 

1 

LU 

II 


Agencies will be able to leverage existing knowledge and increase efficiency for management of the 
additional federally funded projects, and based upon their analysis of staffing needs, the actual staff 
requests are lower than the estimates above. 


Table 3; Actual FTE Requests to Manage Federal Act Projects 


1 

DCAM 

DHCD 

DCR 

DFG 

MCCA 

Federally funded FTE Request 
Based on Agency Staffing 

Analysis 

1 

53 1 

29 

57,5' 

6* 

15 


Assumptions for Table 1, 2 and 3: 

• DCAM and DHCD assumed $300 Million in total Federal Act funding over 2.5 years, 

• DCR and DFG assumed Total Federal Act Request (D) funding over 2.5 years. 

• DFICD's 20.5 FTE Request includes positions currently vacant and included in the FY2009 
capital budget. 


^ The number of FTE requested is very low as compared to the total FY2009 capital budget for construction projects and production 
rate per FTE based on the current budget. DCR plans to utilize and expand existing capital programs and staff, thereby minimizing 
the number of new FTE needed to oversee the recommended projects. 

° DFG’s staffing request is modest in comparison to the total dollar amount of construction projects requested for Federal Act 
funding because DFG will use existing staff, and wit orily need to add staff on a temporary basis for the duration of time the federally 
funded projects are underway. 
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• MCCA's projects vary from three months to one year in duration. Its Estimated Annual 
Production (E) represents one year, and therefore the actual staff needs are higher than the 
Estimated Annual Production, 

The detailed staffing plans provided by each agency can be found in Appendix 5 - State Facilities and 
Courts. Descriptions for how each agency derived its staffing plans are below. 

Division of Capita! Asset Management (DCAM) 

DCAM developed a workload calculator (see Appendix 5) to estimate staffing needs under the federal 
program. The staffing figures do not factor in staffing required to meet DCAM's baseline approved 
capital plan, which is also expanding around the several new bond bills signed by Governor Patrick in 
the summer of 2008. 

DCAM made several key assumptions in estimating staffing needs. Namely, DCAM assumed for 
planning purposes receipt of $300 million in federal money to fund capital projects. DCAM also made 
assumptions around the distribution of the funds among large projects, smaller repair projects, and 
energy projects, along with average size of project, etc. Estimates include support staff that are not 
directly involved in project management, however, will play critical roles in the smooth implementation 
of our program. 

Based on these sets of assumptions, DCAM has estimated a need of 53 FTEs to manage this 
workload. This figure represents a mix of construction management, energy and repair planning, and 
support professionals across the agency. DCAM expects that most of these positions would be 
required for a two to three year period, perhaps longer on some of the larger projects. There may be 
a need to add a limited number of regular, permanent full-time employees to oversee the work of 
Program Manager firms. The need for permanent staffing will be evaluated closely in consultation 
with ANF as the actual federal workload projections become clearer. 

In order to meet this need, DCAM has several large, full-service program management firms already 
under contract. They could provide the needed resources to directly fill most of the needed FTEs, 
albeit at a significantly higher cost than hiring a regular employee. Due to the tight time constraints 
and the time it takes to hire individuals, however, the program manager firms may be the best option, 
at least at the beginning of the process. Similarly, DCAM would need to rely on outside counsel to 
supplement in-house legal staff in construction contracting issues. 

DCAM will also need to adapt a specific management structure that will help to minimize the need for 
training. The goal would be to utilize seasoned professionals with a firm understanding of capital 
construction management. These would be found via existing Program Manager firms, or through 
hiring of the mostly temporary positions that will be needed to manage the work. However, like any 
organization, particularly those where public funds are used, there are administrative structures 
peculiar to the state and to DCAM. DCAM’s goal is to eliminate the need for extensive training in 
these processes for new staff coming on board to allow them to focus more on managing the actual 
work (either design or construction). This will be done by using existing staff that are already expert in 
these processes while working to streamline these processes as much as possible. For example, 
many of the reforms discussed under the Procurement Task Force, if implemented, would alleviate 
many of the administrative burdens currently placed on DCAM staff. 

DCAM will not, however, completely eliminate the need for new staff to be trained. New staff will need 
basic orientation, and a short training program in the fundamentals of DCAM’s project management 
system (PMAS) and metrics dashboard tracking program for design and construction. 

DCAM will look to the recommendations of the Workforce Development Task Force in order to fill 
additional full-time positions, recognizing that the temporary nature of this initiative will require the 
state to minimize the use of permanent employees. 
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Department of Conservation and RecreaOon (DCR) 

OCR's FY2009 capital program includes over 90 projects or categories of spending. There are 
currently about 45 OCR staff directly involved in the management of these projects, of which 20 are 
full-time project managers. DCR construction contracts also provide for resident engineering services 
to oversee the day-to-day site activity. 

In addition to the project managers, architects, planners, and resident engineers that are directly 
Involved in overseeing and implementing capital prefects, there are approximately 30 FTEs within 
DCR that support the agency's capita! program. These staff work in the areas of Finance (1 1 FTE) 
including Capital Planning arid Budgeting, Contract Administration (9 FTE), Legal Services (2 FTE), 
Human Resources {1 FTE), information Technology (1 FTE), External Affairs (1 FTE). Urban and 
State Parks Divisions (2 FTE) and support staff to Planning and Engineering (3 FTE). 

To estimate its staffing needs for the federally funded projects DCR factored in the capacity of 
existing staff to expand workloads as a baseline, and then estimated based on workload that a total of 
57,5 additional FTEs to manage the additional workload for the dollars requested. 

The majority of the new FTE positions are for Resident Engineers (44.5) to ensure tight oversight of 
construction projects on the group and Materials Testing for all projects. DCR estimates that for each 
expansion and acceleration project .25 FTE is needed and for the 25 bid-ready and new projects, 
which require more resources to execute, 1.5 FTE are needed. 

For every three projects DCR anticipates the need for one new project manager. A total of 10 new 
Project Managers are requested if all projects recommended are funded. Additionally, 1 FTE is 
requested for overall project tracking and reporting, and one administrative support position is 
requested, 

Department of Fish and Game (DFG) 

DFG will contract most work to private contractors for individual projects, but will need a modest 
number of new project management, engineering and administrative staff to effectively oversee and 
manage the $56 million in construction projects requested for Federal Act funding. Most of this staff 
would be housed in the Office of Fishing and Boating Access, which is responsible for the 
department's engineering needs as well as its own boating and fishing access projects, 

DFG proposes six new staff positions to support project management and oversight. One project 
manager is requested to oversee the DFG employees working on this effort, the private contracts, 
and the work of the private contractors. Four engineers / engineering aides to oversee the day-to-day 
construction projects and one administrative support position will be needed to manage the project 
tracking and reporting, finance and procurement. 

Department of Housing and Community Development (DHCD) 

Since the beginning of the Patrick Administration, DHCD's capital program has nearly doubled in 
dollar volume and also in the number of projects, in FY2007, DHCD oversaw $50 million in 
construction and issued 90 Notices to Proceed (NTP). In FY08, DHCD’s dollar volume jumped to $90 
millton (not Including another $20 million leveraged through mixed finance) and 163 NTP's were 
Issued. 

Currently, the Bureau of Housing Development and Construction (BHDC), within DHCD, oversees 
roughly 600 capital projects, ranging in size from $25,000 to $20 million. While the size of the project 
dictates different levels of oversight, ail projects require basic administrative project management 
functions (grant funding contract, design procurement and contracting, construction contractor 
procurement and contracting, contractor billing due diligence and payment processing, etc.) and are 
assigned a project manager to perform these. Project managers oversee roughly 75 projects/person. 
All projects over $100,000 have a staff architect and/or engineer and construction advisor assigned 
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as wel!. The architects and engineers are licensed professionals who review drawings at multiple 
stages of design, while the construction advisors inspect construction as it proceeds. In addition, this 
Administration also began a program development unit to generate innovative program approaches 
that increase the productivity and effectiveness of the unit. The key functions within this unit are 
mixed-finance, sustainability and capital plannIngSormula funding-allocation systems. 

BHDC is making efforts to improve the productivity of the Bureau through better use of technology 
and reassignment of certain kinds of administrative functions to clerical staff, but that will not reduce 
the need for and value of professional review and oversight. Several baseline positions are vacant at 
this time and the current level of production is unsustainable without refilling those positions. To 
estimate staffing needs for the Federal Act, BHDC assumed a baseline staff level of 47 — the 41 
current staff complement plus 6 positions where the right to backfill through BHDC’s current capital 
plan has been requested. If those positions are not filled, the estimated number of new positions 
needed to manage the federally funded prqects will increase by that same amount. 

To determine staffing needs to support the federal funding. BHDC evaluated each category of 
proposed projects and devised an implementation strategy designed to leverage current internal 
capacity and to make maximum use of the capacity of BHDC partners in the Local Housing 
Authorities; 

• Projects to accelerate the existing pipeline. These projects have two aspects: 1) accelerating 
the pace which was artificially slowed to meet limited bond cap; and 2) increasing the scope 
to both its logical conclusion (eliminate budget-driven phasing) and add every possible 
sustainability enhancement. All of these projects already have project managers and 
designers, so can be managed efficiently with current staff plus a small supplement. These 
additional 263 fast-tracked projects are estimated to require two additional Project Managers 
plus one additional architect, one engineer and one construction advisor (all temporary but for 
the life of the projects). 

• Projects identified as Mixed-Fi Equity Replacement are included in the current capital pipeline 
list and will not require additional staffing. 

• Strategic Sustainability Projects wilt be accomplished in different ways, depending on the 
type of project. Staffing needs will be quite different than that of typical grant-funded 
modernization projects. Replacement of existing fixtures or appliances with high-efficiency 
components will be done through a state-wide purchase and distribution process which 
should only require a single dedicated Project Manager (Sustainability Project Assistant). The 
Solar-ready roof projects will be accomplished by a specialized technical ^visor acting as 
both technical reviewer and Project Manager. The regional ESCO projects will be handled by 
the Sustainability Program Developer and Local Housing Authorities as they are now. 

• The next group of projects: LHA Delegation, Code/Life Safety and Vacant Unit re-occupancy 
wilt be largely managed by the LHAs themselves - a departure from DHCD’s normal way of 
handling projects but one for which DHCD has been preparing and experimenting with for 
about a year. These are relatively small projects and each will require the attention of a 
project manager for down project funding contracts. The increased Project Management load 
for this class of projects is estimated to require three additional Project Managers (250-300 
projects can be managed by each). Design and construction oversight will be largely 
delegated to “House Doctor" designers but strict adherence to DHCD design guidelines and 
standards will be required and monitored, requiring an additional Engineer FTE and two more 
Construction Advisors. 

• Comprehensive modernization. This is by far the most cost-effective and intelligent approach 
to restoring those developments in the portfolio with major backlogs of deferred maintenance 
spanning the full range of building systems and components, but limited bond cap normally 
makes this impossible for all but the most neglected developments. There are a few projects 
that have been planned for some time but effectively cancelled under the new Formula 
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Funding program. Those which can be bid and underway within 180-days will be resurrected 
as the only opportunity (outside of this administration's bold new mixed-finance program) for 
making developments capital-needs-free for the next 20 years. DHCD will need one project 
manager, an architect, part of a mechanical engineering FTE and one new construction 
advisor to accomplish these resource-intensive projects. 

• Finally, this number of projects will require a substantial accounting effort to create, track and 
maintain the documents needed to manage the flow of funds to the LHA in a timely manner. 
DHCD is working on ways to use technology and groupings of projects to minimize this need 
but expects that, at a minimum, it will require at least seven (temporary) FTEs in 
administrative, clerical and accounting roles to handle all of the necessary documentation. 

In total, 29 new staff are needed to support the federally funded projects. 

Massachusetts Convention Center Authority (MCCA) 

All four MCCA projects will be managed day to day by Tishman Construction Corporation of MA. 
Tishman is under contract with the MCCA to provide sen/ices as the Owner's Project Manager. This 
is a function that is mandated by statute for any State Funded building project valued at $1 ,500,000 
or more. Two of the four submitted projects cost in excess of $1 ,500,000. MCCA plans to assign 
Tishman responsibility to manage the design and construction projects under the direction of MCCA’s 
construction management and legal T earns. MCCA anticipates the need for 1 5 staff from Tishman to 
oversee the projects submitted for federal funding. 

MCCA has engaged Simpson, Gumpertz, and Heger, Inc., our “House Doctor" who is under contract 
through November 2010 to provide designer services on a wide range of construction and facility 
improvement projects. MCCA estimates 38 design staff will be needed to deliver the four projects it 
has recommended. 

Administrative Office of the Trial Court (AOTC) 

Projects submitted by the AOTC have been included in DCAM's project submission list and will 
largely fall under their management. To support their oversight and management of the projects. 
AOTC has identified their staffing needs for projects below and above $1 million. In total, based on 
the approximately $84 million dollars in projects DCAM has recommended for funding by the Federal 
Act, AOTC anticipates the need for nine additional staff persons. 

7. Barriers and Obstacles to Achieve Objectives 

The task force identified a number of barriers and obstacles during preparation of this report. These 
barriers and obstacles, and their accompanying mitigation strategies/actions required, are described 
In the table below. 


Barrier / Obstacle 


Delegation 

Although it could help to increase capacity to 
carry out projects, reliance on state agencies 
or local authorities to manage projects through 
delegated authority from DCAM/DHCD 
(overseeing agencies) could increase the risk 
that projects are not commenced and 
completed in a timely and cost effective 
manner. 


Mitigation Strategy / Actions Required 


Increase oversight of delegated projects by 
including more direct project management by 
DCAM and DHCD via bundling of smaller 
projects. Each overseeing agency will also 
provide additional training to client agencies to 
help them in construction, procurement and 
oversight. Utilize the resources of outside 
program management firms to directly assist in 
managing smaller projects, either supplementing 
overseeing agency staff, or providing help 
directly to client agencies. 
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: Barrier / Obstacle 

Mitigation Strategy / Actions Required 

Conflicting Federai and State 

Requirements regarding Accessibiiity 
Standards 

Different standards for accessibility 
requirements at the federal and state levels 
contribute to delay of projects and could 
thereby prevent projects consistent with the 
task force's objectives from being eligible for 
funding under the federal program. 

Each agency will work with the state 

Architectural Access Board (AAB) to allow 
projects that trigger accessibility upgrades to 
move ahead within the 1 80 day window for the 
non-access work. In addition, each agency will 
commit to complete the required access work 
within a 2 year period to be funded through 
federal funds and work to get federal agreement 
that state AAB requirement govern, and that AAB 
can be the oversight agency. 

Time Delay for Design* 

There are a number of projects that are 
consistent with and that would significantly 
further the task forces’ objectives that might 
not meet the “ready-to-go” standard for 
funding eligibility under the federal program 
due to the time necessary for design of the 
project. 

Phase such projects if work on certain aspects of 
the projects could begin within 180 days while 
design of the larger project is underway. Also, 
make changes to procurement laws that will 
speed design process for simpler, smaller 
projects. 

Contractor Certification/Prequalification 
Requirements* 

There are certification and prequalification 
requirements that must be met for contractors 
to be able to participate in bidding for public 
projects. The concern is that these 
requirements will limit the world of qualified 
bidders available to bid on projects under the 
federally funded program and make it difficult 
to get contractors and/or increase costs. 

Contractor Associations and public agencies 
responsible for certifying/prequalifying bidders 
will engage in a proactive effort to notify 
contractors of the opportunity for work and to 
assist them in getting cettified/prequalified. 

Public agencies will also identify opportunities to 
streamline the certification/prequalification 
process. Implement the Condensed 

Prequaiification Process proposed by the 
Procurement Task Force. 

Time Delay for Safety Inspections/Permits* 
There might be projects that could further the 
objectives of the task force but that might not 
meet the “ready-to-go” standard for funding 
eligibility under the federal program if delayed 
due to safety inspection and/or permit 
requirements. This issue is compounded for 
projects delegated to local housing authorities 
or that otherwise require inspections/permits 
from municipalities or multiple public agencies. 

Work with the Administration, the Department of 
Public Safety, the Secretary of State's Office, 
and other stakeholders to ensure that adequate 
resources are in place to prevent unnecessary 
delays. Ensure that the staffing requirements for 
the Department of Public Safety and other 
recommendations outlined in the Permitting 

Section of this report are implemented. 

Available Designers 

The time for preparation of design documents 
due to a limited capacity of the designers to 
produce the documents and agency staff to 
review them may reduce the number of 
projects which will be eligible under the 

Federal Act. 

Expand the pool of available designers by 
increasing the number of designers who are 
qualified as House Doctors and doing outreach 
to the design community to get new firms 
interested in the work. Create a complete set of 
design guidelines and standards which designers 
can use so agency reviews are more of an 
oversight audit rather than a detailed review. 

Time To Procure the Construction 
Contractor* 

The time to procure the construction contractor 
varies by the size and complexity of the job. 
Making the procurement process more 

Implement the recommendations outlined in the 
Procurement Section of this report, particularly 
recommendations to increase the thresholds for 
using sound business practices and soliciting 
verbal quotes and an expedited bid protest 
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Barrier / Obstacle 

Mitigation Strategy / Actions Required 

efficient will ensure the maximum number of 
projects will be eligible for Federal Act funding. 

process. Increased thresholds will greatly 
accelerate the completion of these jobs and the 
number that can be done within the required 
timeframe. 

Contractor Capacity* 

Contractor capacity may be a barrier with 
respect to smaller projects so long as 
perfomtance and payment bonds are required 
for small jobs that do not othenwise require 
DCAM-certified contractors. 

Consider implementing recommendations 
outlined in the Procurement Section of this report 
such as raising the threshold for bonds. Also 
consider holding informational and training 
sessions with contractors and subcontractors 
who do not normally bid on public work in order 
to increase their opportunities and bidding 
competition. 

Revised Building Code 

Building Code revisions effective March 1 , 

2009 may affect the timely issuance of building 
permits for projects that were designed under 
the Sixth Edition of the Building Code. 

• There are two ways in which the Department 
of Public Safety can remedy potential delays 
caused by new Building Code Revisions: 

- Applicant may apply for variances from the 
Building Code Appeals Board (BCAB). 

- Members of the Board of Building 
Regulations and Standards may consider 
an extension of the concurrency period so 
that permit applicants may continue to 
design and build to the Sixth Edition of the 
Code. 


•For more Information on Permitting. Procurement and Workforce, please see Secfron III, Cross-Cutting Task Force Overview 


8. Metrics for Measuring Success 

Agencies must measure their success in meeting the objectives for state facilitate and court projects 
funded under the Federal Act and in delivering each project consistent with quality, time and cost 
expectations. To ensure this important level of accountability and transparency, agencies should 
measure and report on the following metrics. 

Metrics 


I Metric 

Description 

Method for Monitoring 1 Measurement | 

Jobs 

Number of jobs created and duration 
for which they were created by each 
project funded. 

♦ Develop a system for tracking and 
analyzing total workers onsite per day 
through certified payroll or daily field 
reports; develop other methods to 
track indirect employment (e.g., 
income multipliers). 

Facilities 

condition 

Number of facilities improved and 
measurement of extent of improved 
condition based on Facilities Condition 
Index (FCI). 

• FCI = (Total Cost of Repair 
Backlog/Total Replacement Cost); 

- DCAM uses CAMIS database 

- DHCD uses Capital Improvement 
database 

• Number of projects removed from the 
Pending Capital Replacement Project 
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list. 

Long-term 

benefits 

Administration infrastructure 
investment priority or priorities 
furthered; state agency core functions, 
missions and/or long-term 
programmatic goals furthered in some 
material and measurable way. 

• Work closely with the client agency 
through the analysis of operational 
improvements in terms of quality and 
quantity pre and post capital project. 

• Evaluate the long-term impacts 
through the number of people served 
by the facility improvement. 

Efficiencies 

Operating savings achieved through 
energy efficiency projects. 

• Track the facility operating costs pre 
and post capital project. 

• See the Energy T ask Force section for 
specific energy efficiency metrics. 

Diverse 

Benefits 

Measure the geographic diversity of 
the investments. 

Number of different state agencies 
benefitted; number of different state 
companies benefitted; number of 
different trades benefitted; number of 
different communities benefitted. 

• Number of state agencies 

• Number of companies in-state 

• Number of trades 

• Number of cities/towns 

Project 

Delivery 

Actual federally funded project delivery 
milestones and cost vs. federally 
funded projected schedule and 
budget. 

• Track schedule and budget 
performance against established 
metrics through web based cost 
control systems (Prolog, Expedition, 
MMARS, etc). 

Change 

Orders 

Change orders as a percentage of 
Federal Act development cost. 

• Limit total non-owner driven change 
orders to less than 1 0% of project 
cost. 
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Transportation Task Force 

1. Introduction 

The Transportation Project Delivery Task Force was established to provide guidance to Governor 
Patrick with respect to the following: 

1. Development of transportation project and program proposals, 

2. Strategies to ensure project readiness, 

3. Approaches to project prioritization, and 

4. Identification of impediments to project delivery. 

The Task Force membership included the following members of the Mobility Compact: 

• Executive Office of T ransportation (EOT) 

• Massachusetts Highway Department (MassHighway) 

• Massachusetts Bay Transportation Authority (MBTA) 

• Massachusetts Aeronautics Commission (MAC) 

• Massachusetts Association of Regional T ransit Authorities (MARTA) 

• Massachusetts T urnpike Authority (MassPike) 

• Massachusetts Port Authority (Massport) 

• Department of Conservation and Recreation (DCR) 

• Woods Hole, Martha's Vineyard and Nantucket Steamship Authority (Steamship Authority) 

In addition to the Mobility Compact agencies, the Task Force included more than a dozen business 
and advocacy stakeholder groups. The full membership of the Task Force can be found in Section 2. 

The first meeting of the Task Force was held on December 22, 2008, after which it met weekly on 
Tuesdays until January 20, 2009. Ail meetings were held at the Massachusetts State Transportation 
Building at 10 Park Plaza, Boston. In addition to the weekly opportunity to provide input on the issues 
being considered by the Task Force, members were also encouraged to submit comments to the 
Task Force at any time, and many did provide memos or forward journal articles to advocate for a 
particular strategy for addressing these issues. Task Force participation was outstanding and many 
hours of thoughtful and helpful input was provided by the Task Force members. The Task Force 
Chair, Undersecretary and Chief Operating Officer Jeffrey Mullan, and his staff were ultimately 
responsible for developing recommendations to the overall Operation Recovery effort. 

EOT’s Office of Transportation Planning established the Mobility Compact Operation Recovery 
Technical Committee (MCORTC), consisting of the Mobility Compact members, to delve deeper into 
the details of project readiness and budgets, as well as other project information requests of Task 
Force staff. The MCORTC played a critical role in identifying both challenges to implementing a large 
program of investments on an accelerated schedule, and the necessary agency-specific tasks for 
overcoming these impediments. 

The Task Force ultimately helped identify a list of 451 projects and programs for implementation by 
member agencies of the Mobility Compact. The Task Force focused first on projects that could be 
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made ready to go quickly, focusing on milestones of 90-days and 1 80-days as well as those that 
could be ready within 1-«nd 2-year time frames. The definition for readiness was the issuance of 
"Notice to Proceed (NTP).” This implies a signed contract with encumbered funds, whether for 
construction, procurement, or contractor services. 

The table below provides a high-level breakdown of the projects by implementing agency and 
whether they would be ready to go within 180 days or between 180 days and two years, 


Agency 

Total 180-Day Project 
Count 

Total Federal Act | 

Requested (Millions) i 

MassHighway 

47 

$419.8 

MBTA 

35 

$785,5 

MAC 

51 

$35.2 

RTAs 

19 

$137.8 

MassPike 

21 

$56.8 

Massport 

16 

$122.7 

OCR 

29 

$251,0 

Steamship Authority 

3 

$8.1 

EOT 

16 

$122.8 

TOTAL 

237 

$1,939.7 


Agency 

Total Two-Year 
Project Count 

Total Federal Act 
Requested (Millions) 

MassHighway 

143 

$1,062.9 

MBTA 

52 

$1,008.1 

MAC 

77 

$118.7 

RTAs 

21 

$152,8 

MassPike 

69 

$183.3 

Massport 

29 

$299.5 

DCR 

42 

$330.7 

Steamship Authority 

3 

$8,1 

EOT 

15 

$131,1 

TOTAL 

451 

$3,295.2 
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2. Members 


Name 

Title 

Agency / Organization 

Mullan, Jeffrey 
(Chair) 

Undersecretary and Chief 
Operating Officer 

Executive Office of Transportation and 
Public Works (EOT) 

Anderson, David 

Deputy Chief Engineer for 

Design 

MassHighway 

Bachrach, George 

President 

Environmental League of 

Massachusetts 

Bain, Rachel 

Planner 

EOT Planning 

Bench, Clinton 

Deputy Director 

EOT Planning 

Bolling, Bruce 

Executive Director 

MassAlliance 

Branger, Amy 

Chief of Staff 

EOT 

Brennan, Tim 

Executive Director 

Massachusetts Association of Regional 
Planning Agencies 

Bresnahan, Guy 

EOT Ombudsman 

EOT Planning 

Cavicchi, Peter 

Assistant Chief Engineer 

MassPike 

Collura, John 

Professor of Civil Engineering 
and Director 

University of Massachusetts 
Transportation Center 

Darov, Anatoly 

President 

Boston Society of Civil Engineers 

Dimino, Rick 

President and CEO 

A Better City 

DiPaolo, Tom 

Assistant Chief Engineer 

MassHighway 

Dorant, Joe 

President 

Massachusetts Organization of State 
Engineers and Scientists 

Draisen, Marc 

Executive Director 

Metropolitan Area Planning Council 

Ernst, Helmut 

Chief Engineer 

MassPike 

Feher, Matthew 

Senior Legislative Analyst 

Massachusetts Municipal Association 

Garcia, Denise 

Manager of Aviation Planning 

Massachusetts Aeronautics 

Commission 

Goodman, Abby 

Executive Director 

American Council of Engineering 
Companies 

Gupta, Vineet 

Director of Planning 

Boston Transportation Department 

Hamwey, Scott 

Consultant 

Planners Collaborative 

Hart, Christopher 

Project Director - Urban Design 
and Transportation 

Adaptive Environments 

Jessen, Klark 

Director of Communications 

EOT 

Kolesar, Mary 

Senior Analyst 

Office of Inspector General 

Lamson, Wayne 

General Manager 

Steamship Authority 

Leary, Andrea 

Consultant 

Transportation Management 

Association representative 
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Name 

Title 

Agency / Organization I 

Leiner, Craig 

Deputy Director 

Massport Surface T ransportation 

Leroux, Andre 

Executive Director 

Smart Growth Alliance 

Luberoff. David 

Executive Director 

Rappaport Institute for Greater Boston - 
Harvard University 

Lynds, Cathy 

Manager of Sustainable 

Programs 

EOT Planning 

Marlow, Ron 

Assistant Secretary for Access 
and Opportunity 

Administration and Finance 

Matthews, Paul 

Executive Director 

495/Metrowest Partnership 

Meservy, John 

Director of Capital and Facilities 
Planning 

Partners Health Care 

Mohier, David 

Deputy Secretary 

EOT 

Murray, Jack 

Deputy Commissioner 

Department of Conservation and 
Recreation 

Nally, Thomas 

Planning Director 

A Better City 


Director of Labor 

Executive Office of Labor and 

Workforce Development 


Executive Director 

Massachusetts Association of Regional 

T ransit Authorities 

Palmer, Bill 

Planner 

EOT Planning 

Pourbaix, John 

Executive Director 

Construction Industries of 

Massachusetts 

Quinones, Susan 

Director of Interagency Affairs 

EOT 

Richards III, Lowell 

Chief Development Officer 

Massachusetts Port Authority 

Robertson, John 

Deputy Legislative Director 

MMA 

Rudikoff, Angela 

Director of Civil Rights 

EOT 

Russell, Carrie 

Staff Attorney 

Conservation Law Foundation 

Shaw, Al 

Director of interagency Affairs 

MassHighway 

Smith, Robb 

Director of Policy and Planning 

Executive Office of Labor and 

Workforce Development 

Stepter, Trellis 

Director of Governmental Affairs 

EOT 

Stern, Wendy 

Undersecretary of Planning and 
Programs 

EOT 

Sullivan, Jake 

Federal Relations 

City of Boston 

Sullivan, Tim 

Legislative and Communications 
Director 

AFL-CIO 

Tinlin, Tom 

Commissioner 

City of Boston Transportation 

Department 

Waaramaa, Eric 

Deputy Director, Financial 

Massachusetts Bay Transportation 
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Name 

Title 

Agency / Organization 


Planning 

Authority 

Wallace, David 

Director of Apprentice Training 

Executive Office of Labor and 

Workforce Development 

Whitmore, Toni 

Director of Community Relations 

EOT 


3. Key Objectives for the Transportation Project Delivery Task Force 

The Transportation Project Delivery Task Force’s main objective was to provide a work plan (this 
chapter) to the Governor that identified a list of transportation infrastructure and program investments, 
based on the readiness criteria that would both contribute to the revival of the Commonwealth’s 
economy (and in conjunction with similar efforts in other states, territories, and the District of 
Columbia, the nation’s), and also help position the Massachusetts transportation system to meet the 
needs of the future. The Task Force was asked to develop both strategies to ensure project readiness 
and approaches to project prioritization, as well as identify and address any gaps or barriers that may 
impede the prompt expenditure of available Federal funds. In the course of developing this work plan, 
the Task Force was also charged with gathering a consistent set of information (detailed description, 
project location, cost and cash flow, implementation schedule and readiness, and responsible 
agency) for all prioritized projects. 

For a number of reasons, the planning and programming of transportation investments typically 
requires a long lead time. The environmental permitting process is often triggered by even relatively 
small transportation projects. Since most projects are implemented within existing travel corridors in 
use by the general public, safety and construction staging issues require considerable forethought. 
The stable and reasonably predictable flow of available funding for transportation investments creates 
a climate where project design work is targeted for completion to coincide with the availability of 
project funding— there is no large backlog of fully-designed projects that could be implemented 
should money suddenly become available. Therefore, now that new money, as described in the 
Federal Act, may be available for the implementation of new projects and programs, the Task Force 
out of necessity focused its initial work on identifying those projects that were ready for 
implementation. 

The obvious goal of any Federal economic stimulus bill is to support new economic activity, primarily 
through the creation of new jobs as well as the retention of existing jobs. Given the seriousness of the 
current economic crisis, the Task Force has operated under the assumption that the funds allocated 
in the Federal Act, or at least a sizable portion of them, will be spent on “shovel-ready" projects that 
can be implemented within 1 80 days. For the purposes of evaluating project readiness, the Task 
Force considered projects to be ready within 180 days if a notice to proceed (NTP) could be given 
within 180 days. Since the Task Force was also able to identify a number of other projects that would 
advance the other important goals described in this section, projects requiring a somewhat longer 
implementation lead time (up to two years for an NTP) were also evaluated and, where appropriate, 
included in this work plan. 

It is important to note that throughout the work of the Task Force, a parallel process has been 
underway in Congress and at the United States Department of Transportation (USDOT). EOT Staff 
and Task Force members have been in regular communication with elected officials and with the 
regional offices of both the Federal Highway Administration (FHWA) and the Federal T ransit 
Administration (FTA). This has meant that terms such as “shovel-ready", NTP, “obligate", 
advertisement/bid date, award date, etc. have been evolving. As these terms are better defined in the 
forthcoming Federal Act and additional Federal guidance, the list of projects is likely to change. 
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Governor’s Guiding Principles 

Governor Patrick asked the Task Force to ensure that the prioritized investments identified in the 
work plan be consistent with a set of Guiding Principles for Operation Recovery. These principles are 
described in the table below. 


Guiding Principles 

Description 

Invest for the Long 

Term 

All projects under this program should have a long-term benefit, in 
addition to the stimulus effect of putting people back to work now. 

Limit Impact on 
Operating Budgets 

Prefer investments that will reduce - or at least not add to - demands 
on the operating budget. 

Follow Established 
Infrastructure 

Priorities 

Make choices based on the infrastructure recommendations recently 
approved at the Development Cabinet. 

Diversify 

Subject to whatever constraints there may be in the Federal Act, 
prioritize projects for funding in a manner that ensures funds will be 
allocated across a variety of industries and geographic locations. 

Buy Massachusetts 

To the extent possible, contract with Massachusetts contractors, 
purchase goods and services from Massachusetts companies, and hire 
Massachusetts people. 


The projects and programs identified in Section 5 of this chapter are consistent with these five 
Guiding Principles to the extent possible. All of the infrastructure investments recommended by the 
Task Force represent long-term investments that will enhance the mobility of both people and goods 
in the Commonwealth well beyond the duration of the current recession. Although some of the 
recommended investments feature minor increases in operating budgets, these are balanced both by 
the positive impacts they have for the Commonwealth's economic competitiveness and the overall 
reduction in operating budgets realized should all of the Task Force's recommendations be 
implemented. 

While not all of the Development Cabinet’s infrastructure priorities (see Appendix 1) are directly 
relevant to transportation, the Task Force's program of investments is consistent with those that are. 
Although an analysis for the full list of recommendations has not been conducted, 45 of the 235 
projects that could be ready to go within 180 days are located within gateway plus cities. All of the 
projects and programs in Section 6 promote mobility and congestion reduction. 

The list of projects reflects the diversity of transportation needs in the Commonwealth. 
Geographically, the list includes projects from each of Massachusetts’ 13 regional planning districts, 
and the majority of the Commonwealth’s 351 cities and towns. Of those projects that can be ready to 
go within 180 days, 32 are located in regionally designated low-income census tracts and 55 are 
located in regionally designated minority census tracts. The list also features projects and programs 
covering the range of modes and facility types represented in Massachusetts— roadways, passenger 
and freight rail lines, local and express buses, rapid transit services, bicycle and pedestrian facilities, 
airports, and seaports. 

The implementation of the Task Force's recommendations will immediately and significantly address 
the central goal of the Federal Act — the creation of jobs. Approximately 24,000 jobs are estimated to 
be created by the $1 .9 billion in projects that will be ready by August 31 , 2009. This estimate will 
change with the ultimate amount available through the Federal Act. The jobs will overwhelmingly be 
filled by residents of the Commonwealth. The architecture, engineering, and construction sectors in 
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Massachusetts have a proven track record of meeting the challenge of providing the labor needed to 
implement large-scale infrastructure construction projects. 

Many of the recommendations, particularly programmatic ones like the T ransit Customer Service 
Improvement Program, feature technical elements that must draw on the talents of a highly skilled 
and knowledge-based workforce, one that is readily and uniquely available in Massachusetts. There 
could also be a number of public agency staff positions filled by the implementation of the Federal 
Act. These new jobs — primarily in project delivery and oversight roles — would largely be filled by 
Commonwealth residents. And while the manufacture of materials and equipment Implied by these 
recommendations (vehicle procurements, construction equipment, asphalt, steel, etc.) will primarily 
occur outside of Massachusetts, the Commonwealth is well positioned to “export” our own residents' 
skills and services to other states' implementation of economic stimulus funded projects and 
programs. 

Task Force Guiding Principles and Criteria 

The Task Force determined at the outset of its work that the timing of the Federal Act was fortuitous 
given the recent completion of the first phase of EOT's strategic planning effort — youMove 
Massachusetts. Phase one of this effort included an extensive statewide civic engagement process 
with the goal of identifying mobility gaps and challenges experienced by users of the 
Commonwealths' transportation system. The product of this public-driven process, which collected 
more than 700 individual comments, was the development of ten organizing themes to guide the 
prioritization of future infrastructure and programmatic investments (the objective of youMove 
Massachusetts' upcoming second phase). The development of these themes in November 2008 
provided the Task Force with an opportunity to inform the identification of recommended investments 
with input from a recent and extensive civic engagement campaign. 

4. “Shovel-Ready” Projects 

The Task Force determined at the outset of its work that the timing of the Federal economic stimulus 
bill was fortuitous given the recent completion of the first phase of the EOT's strategic planning 
effort — youMove Massachusetts (www.mass.gov/youmovemassachusetts.org). Phase one of this 
effort included an extensive statewide civic engagement process with the goal of identifying mobility 
gaps and challenges experienced by users of the Commonwealth's transportation system. The 
product of this public-driven process, which collected more than 700 individual comments, was the 
development of ten organizing themes to guide the prioritization of future infrastructure and 
programmatic investments (the objective o1 youMove Massachusetts’ upcoming second phase). The 
development of these themes in November 2008 provided the Task Force with an opportunity to 
inform the identification of recommended investments with input from a recent and extensive civic 
engagement campaign. 

Although the projects were not specifically prioritized for this report, the Task Force identified several 
important considerations for advancing projects under the stimulus program. In addition to the time- 
sensitive measures related to the issuance of a contract notice to proceed (NTP). The Task Force 
considered two other criteria when evaluating projects and programs. The first was for modal 
diversity. Provided that eligible projects existed for each mode (highway, fixed route public 
transportation, paratransit, bicycle, pedestrian, water, air and freight) the Task Force agreed that all 
modes should be represented in the package of recommendations. The second related to cash flow. 

The youMove Massachusetts themes along with the criteria identified by the Task Force are listed 
and described in the table below. 


1 Evaluation Criteria 

Description I 

Notice to Proceed within 1 80 days 

Responsible agency could give a notice to proceed on a 
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Evaluation Criteria 

Description I 


contract to begin implementation within 1 80 days (by 

August 2, 2009) 

Notice to Proceed within two years 

Responsible agency could give a notice to proceed to 
begin implementation within two years (by February 1 , 

2011) 

Modal Diversity 

Ensure that all modes of travel are represented in the 
ultimate program of recommended projects 

Cash Flow 

All else being equal, favor those projects with front-loaded 
expenditures that would result in more jobs or economic 
activity earlier in their implementation schedule 

youMove Massachusetts (VMM) 
Theme 1: Improve Transportation 
System Reliability 

Prioritize projects that help to minimize travel delays and 
result in more consistent travel times. 

VMM Theme 2: Focus More 
Attention on Maintaining our 
Transportation System 

Prioritize projects that can extend the useful life of assets. 

VMM Theme 3: Design 
Transportation Systems Better 

Prioritize projects that modernize the design of existing 
assets. 

VMM Theme 4: Encourage 

Shared Use of Infrastructure 

Prioritize projects that facilitate the sharing of rights of way 
among multiple modes. 

VMM Theme 5: Increase Capacity 
by Expanding Existing Facilities 
and Services 

Prioritize projects that expand transportation capacity, 
both through the more efficient management of existing 
corridors and through new capital investments. 

VMM Theme 6: Create a More 
User-Friendly Transportation 
System 

Prioritize projects that make information more accessible 
to system users and make the travel experience more 
comfortable and welcoming. 

VMM Theme 7: Broaden the 
Transportation System to Serve 
More People 

Prioritize projects that broaden transportation services to 
serve more and different users in new locations. 

VMM Theme 8: Provide Adequate 
Transportation Funding and 

Collect Revenue Equitably 

In an era when our transportation funding falls far below 
our needs, it is imperative that both new funds and new 
efficiencies be identified, and that the burdens placed on 
system users is fair and appropriate. 

VMM Theme 9: Minimize 
Environmental Impacts 

Prioritize projects that make our transportation system 
more environmentally sustainable. 

VMM Theme 10: Improve Access 
to our T ransportation System 

Prioritize projects that provide more and better access to 
our transportation system. 


5. Projects (180-days) 

The projects presented below are organized into eight categories and related initiatives. A detailed 
table containing ail of the projects is presented in Section IV Project List 
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Categories and Initiatives (180-Days) 

Projects 

Total Federal Act 
Requested (Millions) 

Access to Transit 



Elevator Installation 

1 

$7.7 

Platform Upgrade 

2 

$14.7 

Subtotal 

3 

$22.4 

Asset Maintenance and Improvement 



Airport Infrastructure and Safety Improvement 

28 

$59.9 

Bridge Rehabilitation and Replacement 

19 

$264.5 

Bridge Deck Reconstruction 

1 

$14.0 

Interstate Highway Maintenance 

2 

$23.8 

Other 

8 

$165.2 

Road Resurfacing 

30 

$100.8 

Roadway Safety 

8 

$14.5 

Runway Resurfacing 

29 

$24.7 

Streetscape 

3 

$5.6 

Subway and Commuter Rail Station Upgrade 

5 

$66.6 

Transit and Highway Facility Improvement 

13 

$73.5 

Water T ransportation Enhancement 

16 

$99.6 

Subtotal 

161 

$892.7 

Capital Equipment Acquisition 



Bus, Maintenance Vehicle and Van Acquisition 

5 

$88.2 

Computer and Technical Hardware Upgrade 

11 

$53.3 

Locomotive / Coach Acquisition 

3 

$260.0 

Subtotal 

19 

$401.5 

Congestion Relief 



Interchange Reconstruction 

1 

$38.8 

Intersection/Roadway Reconstruction/Improvement 

7 

$91.5 

Rail Double Track Construction 

4 

$92.0 

Rail Track Rehabilitation 

6 

$76.0 

Railroad Grade Crossing Improvement 

1 

$7.6 

Railroad Signal System Upgrade 

4 

$124.4 

Signal Modernization 

1 

$4,6 
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Categories and Initiatives j180-Days) 

Projects 

Total Federal Act 
Requested (Millions) 

Subtotal 

24 

$434.8 

Customer Service Enhancement 



Other 

6 

$52.3 

Wayfinding / Signage 

11 

$38.4 

Subtotal 

15 

$70.7 

Rail Infrastructure Assistance 

1 

$25.0 

Safe Routes To School 

5 

$13.8 

Statewide Trails 

7 

$58.8 




TOTAL 

237 

$1,939.7 


6. Agency Staffing Plans 

The following table provides a summary snapshot of the staffing needs discussed in more detail 
throughout this section. 


Federally 

funded 

FTE 

Request 
Based on 
Agency 
Staffing 
Analysis 

MassHighway 

MBTA 

MAC 

RTAs 

MassPike 

Massport 

DCR 

Steamship 

Authority 

EOT 

180-Day 

Ready 

172 

0 

6 

0 

0 

0 

• 

0 

1 

Two Year 
Projects 

172 

0 

6 

0 

0 

0 

.. 

0 

1 


See also Section II. State Facilities and Courts Task Force Report 
•includes 180-day projects 


The following discussion of staffing plans reflects the means by which each agency procures goods 
and services, which vary considerably. The transportation agencies that comprise the Mobility 
Compact include 1 9 authorities (MTA, Massport, MBTA, the Steamship Authority, and the fifteen 
regional transit authorities represented by MARTA). MassHighway and the Massachusetts 
Aeronautics Commission are within EOT and OCR is within EOEA. In addition, MAC oversees 
37 public use airports and other facilities. Some of these agencies (MassHighway, MBTA, MassPike, 
and Massport) regularly oversee large-scale capital projects directly while others have small staffs 
that rely upon outside contractors. 

Agencies with Considerable Staffing Needs 

Because MassHighway is overseeing a large program of construction projects in part due to the 
Accelerated Bridge Program (ABP), the addition of prqects due to the Federal Act would trigger the 
need for considerable additional staffing resources. Based upon input from Project Management, 
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Environmental Services, Right of Way, and Construction, it is estimated that MassHighway will need 
staffing support of approximately 172 people for its $419 million 180-day program. This estimate is 
based on input from project development and construction staff. 

In both pre-construction and construction activities, it is critical to note that the number and complexity 
of projects can result in dramatic variations in staffing requirements. For example, resurfacing 
projects within MassHighway-owned right of way required far less staffing than roadway 
reconstruction projects in municipalities, which have longer pre-construction planning and permitting 
requirements and usually involved right-of-way acquisitions. Furthermore, since highway funds 
provided by the Federal Act must be spent in accordance with Title 23 USC, strict FHWA oversight is 
required. This FHWA oversight requires MassHighway to retain adequate qualified staff to manage 
and oversee design and construction work. Failure to meet FHWA staffing expectations could result 
In the withholding or forfeiture of all federal highway funds - not just new stimulus funds. 

Agencies with Modest Staffing Requirements 

EOT would require small staffing increases to oversee project procurements associated with some 
programmatic elements as well as project management staff to oversee the additional rail projects. 

OCR's staffing needs will depend in part on the fonti of the transportation funding. The roads, shared 
use path, and bridge projects may be implemented by MassHighway, which would have a formula 
similar to the staffing requirements above. OCR's analysis for the State Facilities and Courts Task 
Force Report identified the need for approximately 57.5 staff for $280 million in projects funded by the 
Federal Act. This included ongoing projects to be accelerated and new projects. 

MAC would require an additional six engineers to implement its identified projects for the 37 public- 
use general aviation airports throughout the Commonwealth. Currently, MAC has two engineers. The 
responsibilities of these engineers would include the following: 1) Limited design scoping with the 
airports and their respective consultants; 2) Reviewing project cost estimates, plans, specifications, 
and bid documents; 3) Performing field inspections at the airports; 4) Reviewing and approving all 
payment vouchers, as-buiit plans, and project close-out documentation. 

Agencies with Staff Capacity 

The MBTA, MARTA, MassPike, and Steamship Authority each have either sufficient in-house staffing 
or the contract vehicles in place to hire consultants to perform the needed project management 
oversight and procurement. 

7. Barriers and Obstacles to Achieve Objectives 

The Mobility Compact Agencies will design and construct projects and procure equipment with the 
funds made available by the Federal Act. This will result in pressures in a range of areas. Mobility 
Compact Agencies were interviewed about their proposed approach to implementation. There are 
several common themes, as well as agency-specific concerns to be addressed. 


1 Barrier / Obstacle 

Mitigation Strategy / Actions Required 

Procurement 

The procurement process is lengthy in many 
agencies. Hiring contractors for pre- 
construction or construction services takes a 
long time and can only be expedited as 
internal resources permit. 

See recommendations of Procurement Task Force 

Hiring 

Hiring new staff to work at the agencies is 
also lengthy. Once employees are on-board. 

Utilize temporary positions to hire former 
employees and others to assist with project 
development and other pre-contract activities. 


February 2009 


Task Force Overview-Project Delivery Task Forces 
Page 93 of 464 





645 


Mobilization for Federal Economic Recovery Infrastructi^e Inv^tment R^»rt 


Barrier / Obstacle 

Mitigation Strategy / Actions Required 

they need to be trained. This means that 
there is a lag between the advertisement of a 
position opening and the ability of the new 
hire to contribute effectively to the agency's 
project work. As a result of the completion of 
contract work for the CA/T project at the end 
of 2008, there may be hiring opportunities 
among the staff who previously worked on 
those contracts. 

Consider use of outside placement agency for new 
hires. 

For additional actions, see recommendations of 
Work Force Task Force. 

Work Flow 

It is essential that the advertisement of 
projects be staggered so that contractors 
have adequate time to respond with 
competitive bids. Otherwise, the contractor 
community can find it challenging to respond 
to all bid requests. 

Work with other agencies seeking construction 
bids to ensure a steady flow of advertisements. 
Announce advertisement schedule in advance and 
publish widely. (See recommendations of 
Procurement Task Force) 

Distribute the work in several ways, including 
geographically, modally, programmatically, and by 
contract type. 

Accelerate existing construction projects or 
advance projects that do not interfere with use of 
the facility (i.e. do not require lengthy lane closures 
or service interruptions). 

Seasonal Issues 

Many projects are advertised to coincide with 
the construction season, which excludes the 
winter months. In most cases, for a project to 
be under construction in 2009, it should be 
advertised for construction in February or 
March 2009. 

For any new projects that are added to the list, 
prioritize preparation of bid packages to the extent 
feasible to complete seasonal work prior to the end 
of the 2009 construction season. 

Supplies 

In certain types of construction, the supply of 
materials is limited. For example, the number 
of suppliers of asphalt for road paving is 
small, which means that there may be 
constraints on the supplies if too many road 
projects are underway simultaneously. This 
could lead to price escalation. 

Work with industry officials to strategize on ways to 
manage procurement of materials to manage 
supply and demand. 

Lag Time 

Construction requiring the manufacture of 
steel must build in sufficient lead time to 
place orders for steel and await its fabrication 
and delivery. This is true for other 
manufactured materials. Price escalation is 
also a concern. 

Place orders as soon as possible and defer other 
orders to meet industry capacity. 

Bonding 

The tightening of credit has Impacted the 
surety business. Contractors are facing 
tougher scrutiny when they are seeking the 
required bonding in order to bid on large 
construction projects. This can create a 

See recommendations of Procurement Task Force. 
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Barrier t Obstacle 

Mitigation Strategy / Actions Required 

barrier for the formation of new construction 
companies. 


Limited Number of Qualified Construction 
Companies 

Out-of-state construction companies have 
been responding to bids in Massachusetts 
because there is less work in their home 
states. Because the Federal Act will result in 
construction projects throughout the nafon, 
these firms might not bid on Massachusetts 
construction jobs, in addition, the pre- 
qualification requirements limit the number of 
firms able to bid on projects. Nevertheless, 
representatives of the construction industry 
have indicated that they will have sufficient 
capacity to respond to additional project 
advertisements. 

Similar to other task forces, work with industry 
associations and agencies to proactively notify 
contractors of the opportunity for work and to assist 
them in getting certified/prequalified. Public 
agencies should also identify opportunities to 
streamline the certificaiion/prequalification process. 
Consider implementing the Condensed 
Prequalification Process proposed by the 
Procurement Task Force. 

Permits 

Permitting requirements should not be 
overlooked. Several agencies described the 
challenges of obtaining permits from local 
conservation commissions for projects within 
existing rights-of-way. 

The Permitting Task Force recommended a 
number of solutions to address this barrier. 

However, EOT reiterates that interagency 
cooperation will be needed to ensure quick 
implementation of projects. 

MassHighway Staffing 

MassHighway is already undertaking a 
dramatically larger road and bridge program 
than they have done in the past. This 
impacts both pre-construction activities and 
construction. On the design side, with the 
Accelerated Bridge Program (ABP) 
underway MassHighway is positioned to 
deliver this aggressive program throughout 
2009. In order to implement ABP, employees 
transferred out from other MassHighway 
sections, leaving vacancies that remain 
unfilled. Positions will need to be filled and 
additional staff will be needed in order to 
advance additional design proiects quickly 

See discussion above. Some of the shortfall can 
be addressed by focusing on resurfacing projects, 
using on-call consultants, retirees, and temporary 
hires. Overall, a substantial effort will be needed to 
ensure that the staffing resources are available. 

For additional actions, see recommendations of the 
Work Force Task Force. 

MassHighway Construction Documents 
Once a project is ready for advertisement, it 
is transferred to the construction contracts 
section of MassHighway. This group reviews 
final designs for constructability and puts 
together the packages that the contractors 
use to bid construction projects. Additfonal 
employees are needed to address current 
demands and more would be needed if 
activity levels increase considerably. 

Hire additional staff for construction contract 
section. 

MassHighway Procurement {Issuing 

Notice to Proceed) 

See recommendations of Procurement Task Force. 
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Barrier / Obstacle 

Mitigation Strategy / Actions Required I 

On the construction side, the department is 
currently undertaking an ambitious program 
due to ABP. Through effective reforms in the 
pre-construction process, projects are being 
advertised more quickly than in the past. 
Previously, it took an average of 104 days 
from bid opening to NTP and this has been 
reduced to an average of 59 days. Further, 
the recent economic downturn in private 
construction has increased the supply of 
trained workers. But consideration must be 
given to making sure that the flow of road 
and bridge construction does not end up 
creating competition among agencies such 
as MassHighway, the MBTA, OCR, or the 
MassPike, all of whom own roads and 
bridges 


MBTA and MTA Board Meetings 

The MBTA and MTA Boards meet monthly; 
which may not be frequently enough to 
advance time sensitive projects quickly, 
where spending within prescribed dates is 
required. 

The approval process could be improved, 
specifically for projects under the economic 
stimulus initiative, by securing Board approval for 
the entire program with appropriate reporting 
requirements; preserving the Board's fiduciary 
responsibilities while eliminating the requirement 
for approval of individual projects within the 
program. 

Department of Conservation and 

Recreation Resource Constraints 

DCR is an EOEA agency. They have limited 
staffing to manage new projects beyond their 
current program and would rely on 
consultants to do their design work. They 
also face competition for consultants and 
contractors with other road and bridge 
agencies. 

See narrative and recommendations in the State 
Facilities and Courts Task Force, 

For additional actions, see recommendations of the 
Procurement Task Force. 

Federal Funding Eligibility Constraints 

The current U.S. House of Representatives 
stimulus proposal limits eligible projects to 
those that can be funded under existing Title 
23 rules. This results in the exclusion of 
projects on most local roadways. 

There would be substantial value in instituting a 
Community Transportation Infrastructure 

Assistance Program to supplement funding and 
support of the Chapter 90 Local Roads Program. 

The Commonwealth, along with its municipalities, 
should advocate during Congressional 
deliberations for the expansion of funding eligibility 
to include any transportation projects for which 
Massachusetts General Law allows state financial 
support. 


For information on Procurement, Permitting and Woiltforce, see Section III, Cross-cutting Task Force Overview. 


8. Metrics for Measuring Success 

There are a number of ways to measure the success of transportation-related projects and programs. 
Throughout the implementation of the Federal Act, it will remain critical to focus on its central 
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purpose, which is job creation and job reteniton. It will also be important to determine how effectively 
the projects and programs are supporting the Commonwealth’s organizing principles and the policy 
directives of the new administration. 

Ultimately, the key measure of success will be whether the job gets done. In other words, the projects 
identified on the list must be able to be implemented on schedule. The Transportation Project 
Delivery Task Force devoted considerable energy to determining project readiness. Mobility Compact 
members were asked to identify projects that could begin implementation at four initial intervals of 90 
days, 1 80 days, one year, and two years. Projects can begin implementation soon after the execution 
of a contract whether for procurement, consultant services, or construction. 

Because most if not all of the projects are likely to be funded through traditional transportation funding 
channels administered through USDOT agencies, readiness will be defined by the impending Federal 
Act. The House Appropriations Committee version of the bill identifies a number of measures related 
to the awarding of contracts and includes the forcible redistribution of unobligated funds. With these 
considerations in mind, the following are proposed metrics for measuring the success of the Federal 
Act for transportation projects. 

Metrics 

For each of these metrics, it is suggested that a list be prepared showing all of the projects and a 
timeline, which summarizes the number of projects or procurements that achieve a particular 
milestone each week. 


Metric 

Description 

Method for Monitoring / 
Measurement 

Design 

Contract 

Awards 

For pre-construction services or 
procurements, tracking of the number 
achieving various milestones in the 
contracting process 

Prepare monthly reports on the 
number of projects that achieve: 

• Completion of Project Scope and 
Estimate 

• Approval of Request for Response 
(RPR) 

• Advertisement of RFR or 

Procurement 

• Selection of Consultant or Vendor 

• Fee Negotiation and Contract 
Execution or Purchase 

Construction 

Activities 

For construction services or 
procurements, tracking of the number 
achieving various milestones in the 
contracting process 

Prepare monthly reports on the 
number of projects that achieve: 

• Advertisement 

• Bid Documents Opening 

• Contract Awards 

• Issuance of Construction Notice to 
Proceed 

Jobs 

Number of jobs created and duration 
for which they were created by each 
project funded. 

• Incorporate systems for measuring 
job activities through payroll 
reporting and other tracking 
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measures. 

Long-term 

benefits 

Consistency with Governor’s 
organizing principles and youMove 
Massachusetts Themes 

• Report on quantity of and 
investments associated with 
projects addressing various themes 
and principles on a monthly basis 
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III. Cross-cutting Task Force Overview 

Permitting Task Force 

1. Introduction 

The Permitting Task Force is charged with developing a process to speed up state and local 
permitting processes for ready-to-go Federal Act projects identified in the work plans. The Task Force 
focuses its efforts on ways in which to expedite the permitting and review process while also 
maintaining the state's high standards of environmental protection and other land use objectives. 

The Task Force utilized an existing forum - the Interagency Permitting Board - and supplemented 
the membership to include all potential stakeholders in the deliberations. Membership includes nearly 
all state stakeholders involved with permitting and review during the development process, including 
quasi-public partners such as the Massachusetts Bay Transportation Authority, Massachusetts Port 
Authority and MassDevelopment. Participating agencies and organizations are as follows: 

• Executive Office of Housing and Economic Development 

• Massachusetts Permit Regulatory Office 

• Department of Housing and Community Development 

• Massachusetts Office of Business Development 

• Office of Consumer Affairs and Business Regulation 

• Executive Office of Energy and Environmental Affairs 

• Department of Environmental Protection 

• Department of Fish and Game 

• Executive Office of T ransportation and Public Works 

• Executive Office of Labor and Workforce Development 

• Department of Labor 

• Division of Capital Asset Management 

• Department of Public Safety 

• Joint Committee on Consumer Protection and Licensure 

• Massachusetts Bay Transportation Authority 

• Massachusetts Port Authority 

• MassDevelopment 

• Massachusetts Building Trades Council 

• South Shore Building Trades Council 

• Massachusetts Municipal Association 

• City of Attleboro 

• City of Lowell 

• Town of Foxborough 
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The Permitting Task Force met six times between December 22, 2008 and January 26, 2009 to 
develop a strategy to speed the permitting and review of Federal Act projects. The results of these 
deliberations include agency-specific remedies and the establishment of a multi-agency framework to 
review and advance complicated projects involving multiple reviews by a variety of state, local and 
federal agencies. 

Expedited permitting and related review is critical to the successful deployment of Federal Act 
funding. Through an expedited review process, the Patrick Administration will maximize the number 
of eligible projects for federal infrastructure dollars and therefore maximize the stimulus effect of that 
spending. 

2. Members 


Name 

Title 

Agency / Organization 

Bialecki, Gregory (chair) 

Undersecretary for Business 
Development 

Executive Office of Housing and 
Economic Development 

Anderson Lamoureux, 
April 

Permit Ombudsman/Director 

Massachusetts Permit Regulatory 

Office 

Ayrassian, Gary 

Planner 

City of Attleboro 

Baacke, Adam 

Assistant City Manager 

City of Lowell 

Brennan, Andrew 

Director of Environmental 
Affairs 

Massachusetts Bay Transportation 
Authority 

Buckley, Jack 

Deputy Director 

Division of Fish and Game 

Caspbarra, William 

Building Commissioner and 
Director of Code Enforcement 

Town of Foxborough 

Clarke, Sandra 

Chief of Staff 

Office of Consumer Affairs and 

Business Regulation 

Daizell, Stewart 

Deputy Director, 

Environmental Planning & 
Permitting 

Massachusetts Port Authority 

Feher, Matthew 

Senior Legislative Analyst 

Massachusetts Municipal Association 

Gaertner, Kurt 

Planning Coordinator 

Executive Office of Energy and 
Environmental Affairs 

Gatzunis, Thomas 

Commissioner 

Department of Public Safety 

Goodman, Nancy 

Vice President for Policy 

Environmental League of 

Massachusetts 

Hunter, Michael 

Director, Business Resource 
Team 

Massachusetts Office of Business 
Development 

Kimmell, Ken 

General Counsel 

Executive Office of Energy and 
Environmental Affairs 

Lehan, Richard 

General Counsel 

Department of Fish and Game 

Lucien, Lionel 

Manager, Public-Private 
Development Unit 

Executive Office of Transportation and 
Public Works 

Marlin, Rich 

Legislative Director 

Massachusetts Building Trades 

Council 
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Name 

Title 

Agency / Organization j 

McGrail, Robert J. 

Director of Special Projects 

Executive Office of Labor and 

Workforce Development 

McMahon, Martha 

Deputy General Counsel 

Division of Capital Asset Management 

Meeker, Carol 

Deputy General Counsel 

Division of Capital Asset Management 

Miller, Michael 

Senior Vice President few 

Real Estate 

MassDevelopment 

Moran, Gary 

Deputy Commissioner 

Department of Environmental 

Protection 

Murphy, Alana 

Policy Director 

Department of Housing and 

Community Development 


Director 

Department of Labor 


President 

Quincy & South Shore Building 

Trades Council 

Rodrigues, Michael 

Chairman 

Joint Committee Consumer Protection 
and Licensure 

Weinberg, Philip 

Associate Commissioner 

Department of Environmental 

Protection 


Individual members should not be construed to have endorsed the contents of this report. 

3. Permitting Task Force Objectives 

Building on the Governor's charge for the Permitting Task Force and the guiding principles he 
articulated for the projects to be funded under the Federal Act, the Task Force agreed to use the 
following questions about the permitting process to guide the Task Force in its deliberations and in 
the development of its recommendations; 

• How can state agencies expedite permitting and related reviews for priority projects in order 
to maximize the number of projects eligible for Federal Act funding? For this exercise, the 
Task Force assumed that six months would be available to complete all project reviews, 
issue permits and complete the procurement process. With this six-month period the Task 
Force assumed there is a 90 day window to complete the permitting process. 

• What resources are necessary to complete 90-day reviews? Agencies were asked to 
evaluate the current capacity of their organization and additional resources that may be 
necessary to improve efficiencies and meet the anticipated demand created through a federal 
recovery bill. Agencies were also asked to consider innovative avenues for expediting 
reviews. 

• How can all applicable agencies collaborate most effectively to address the needs of 
individual project proponents? 

In response to the aforementioned questions, all agencies participating in the Permitting Task Force 
have committed to the following Statement of Commitment: 
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Participating agencies commit to the following principles for any state or federal infrastructure project 
identified as a priority project by the Patrick Administration during the CY 2009 - 201 0: 

• Projects will be given administrative priority; 

• Projects will be assigned to dedicated project managers within each agency; 

• Permitting decisions and relevant reviews on priority projects will be rendered within 90 days; 

• Participating agencies will develop a procedure by which the 90-day reviews will be 
accomplished; and, 

• All agencies will participate in the Task Force collaborative review process, as needed. 

4. Permitting Task Force Findings 

The Permitting Task Force has found that the existing permitting processes generally work well, and 
serve to ensure the Commonwealth maintains the highest standards of environmental protection and 
other land use objectives. However, the Task Force recognizes the unique opportunity presented by 
the American Recovery and Reinvestment Act and has identified several aspects of the review 
process that should be considered, including: 

a. Projects not already in the permitting process should be assessed for potential permitting 
challenges by the Task Force prior to being considered tor Federal monies. 

b. Permit appeals can create substantial delays for projects and should be settled in an 
expeditious fashion. 

c. The need to comply with federal permitting may reduce the number of projects eligible for 
federal stimulus. 

d. The lack of coordination among approving agencies may cause projects to be delayed. 

e. Projects requiring permits from multiple agencies may exist and will require special attention. 

5. Permitting Task Force Recommendations 

Recommendations. Based on the objectives and findings above, the Permitting Task Force 
recommends the following general recommendations to the existing permitting processes in order to 
accelerate or otherwise improve those processes for projects funded under the Federal Act. 

A. Placement on Priority Funding List 

• The Permitting Task Force recommends that any project being considered for Federal Act 
funding that has not yet commenced or completed the State permitting process be subject to 
review by the agencies participating in the Permitting Task Force. The Task Force recognizes 
its role is to maximize the number of projects that can be ready for federal funding. That said, 
the Task Force recommends that a list of potential projects be vetted by the Permitting Task 
Force to “red flag” any projects that will have substantial permitting or regulatory challenges 
before they are prioritized for funding. 

• The Task Force will conduct preliminary evaluations of projects that are not yet fully permitted 
and “red flag” projects with substantial permitting or regulatory challenges. This period of 
preliminary evaluation will be conducted in an expeditious fashion by all affected agencies. 

B. Appeals 

• Permit appeals can create a substantial delay for projects. The Permitting Task Force 
recommends several means by which to address this issue: 
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- Broad-based reform of the permit appeals process for designated Federal Act projects to 
enable project proponents to proceed at their own risk when an agency permit is issued and 
subsequently appealed. This recommendation mirrors the local appeals process that allowed 
by MGL C.40A s. 1 1 that allows proponents to proceed at their own risk when a previously 
issued special permit has been appealed; 

- Chapter 205 of the Acts of 2006 established a separate session of the land court department, 
known as the permit session. This session has original jurisdiction, concurrent with the 
superior court department over certain civil actions involving land use and environmental 
permitting. Currently, cases filed in the permit session are limited to those involving either 25 
or more dwelling units or the construction or alteration or 25,000 square feet or more of gross 
floor area or both. The Permitting Task Force recommends that all federal stimulus projects 
be referred to the Permit Session of Land Court, and that the Permit Session be granted 
additional staff resources to meet the increased demand. 

C. Federal Exemptions 

• The Permitting Task Force recommends that the State pursue federal legislation that 
exempts federal stimulus projects from federal reviews that are triggered by federal funding 
sources. This exemption would be limited to those projects where the federal funding is the 
only federal action that triggers federal review. These reviews include National Environmental 
Policy Act (NEPA). Section 106 of the National Historic Preservation Act (see next bullet) or 
any of the review programs of the US Department of T ransportation Act. This exemption 
would be limited to federal environmental review processes and would not exempt any 
project from the requirements of any federal permit (e.g., the US Clean Water Act, US 
Endangered Species Act, etc). Projects that would otherwise require a federal permit would 
still be subject to the federally required review processes. 

• The Task Force recommends that federal funds are instead provided to states in the form of 
a “block grant" which then requires the state to conduct its own environmental review thereby 
avoiding any significant delays caused by federal agency reviews, 

• The Task Force recognizes that transportation infrastructure funds are likely to be provided 
through sources governed by Title 23. As such, it will be necessary for transportation projects 
to be included in Metropolitan Planning Organization (MPO) Transportation Improvement 
Programs (TIPs) and the State Transportation Improvement Program (STIP). To maximize 
the projects eligible for federal funding the Task Force recommends; 

• MPOs work closely with the EOT to institute an expedited process for TIP amendments, 
including both member and public review. The process should allow for TIP amendments to 
become effective immediately after bill passage and for the STIP to be amended immediately 
thereafter 

D. Massachusetts Historic Commission 

• The Massachusetts Historic Commission (MHC) declined participation in the Permitting Task 
Force on the grounds that they are charged with carrying out federal regulation and federal 
reviews. However there will be federal stimulus projects that require MHC review and under 
traditional mechanisms, it can take several months for project proponents to consult with 
MHC and obtain their approval of plans to eliminate, minimize or mitigate the project's 
adverse effects on historic resources. 

• If stimulus were to pass through federal agencies, under current law the project must be 
reviewed for compliance with Section 106 of the National Historic Preservation Act of 1966. 

• All projects requiring state funding, licenses or permits must be reviewed for compliance with 
MHC in compliance with MGL c.9, S.26-27C, If federal stimulus projects are exempt from 
Section 106 of the National Historic Preservation Act and projects are instead subject to MGL 
c.9, the Task Force has drafted an amendment to this statute that it believes will help 
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facilitate an expedited and transparent review process through the Massachusetts Historical 
Commission. 

• The Task Force acknowledges the importance of historic resources and has proposed the 
following solutions to expedite the MHC consultation process: 

- Statutory amendment to create a 90-day consultation period between the proponents and 
MHC that results in recommendations to eliminate, minimize or mitigate the project's adverse 
effects on historic resources. This 90-day process would be available only to proponents that 
request the assistance. For projects that have requested assistance after a determination of 
adverse effect, and if MHC does not respond and consult with the proponent to development 
recommendations within 90 days, the proponent would be able to proceed with the project. 
Current law applies this form of constructive approval to the 30-day period for initial 
determination by MHC. 

- The Task Force recommends the ability to contract with outside consultants is made 
available to the MHC to facilitate the expedited review process. A list of pre-qualified 
consultants can be accessed through DCAM as described below. 

- DCAM has contracted with 10 firms to assist with their compliance with federal and state 
historic laws and regulations. Other Commonwealth agencies including the Massachusetts 
Historic Commission may use these consultants provided prior written approval is received 
from DCAM's contract administrator. The consultant will bill the agency it performs services 
for and user agencies will be responsible for making payments directly to the consultant. A 
list of approved consultants is available on the Commonwealth's Procurement website 
http://www.comm-pass.com. 

- The Task Force respectfully requests the Secretary of State's approval for MHC to participate 
in the Permitting Task Force and collaborate with other state and federal agencies on the 
review of federal stimulus projects. 

E. Permitting Task Force 

• The Permitting Task Force will be used as a place where project proponents can vet 
perceived permitting problems and obtain assistance, and where state agencies can 
collaborate on projects requiring review of multiple agencies. When proponents perceive a 
potential permitting delay, they may contact the Massachusetts Permit Regulatory Office 
(MPRO) and complete a Permitting Task Force Project Template, MPRO will analyze the 
issue, assign an MPRO project manager to the case, and take one of three actions: 

1 . When the issue involves a single agency, MPRO will refer the case to the relevant agency for 
review: 

2. When the issue involves multiple issuing authorities, MPRO will convene the Permitting Task 
Force and invite the relevant state agencies and municipal officials to meet with the project 
proponent and attempt to coordinate the state and local review and permitting process; 

3. In the event that the State Permit Ombudsman determines there is no cause for action, the 
MPRO will notify the project proponent of such finding. 

• The Permitting Task Force will also be a resource for state agencies that are having difficulty 
receiving timely information or responses from proponents of federal stimulus projects. In this 
case, the state agency may contact MPRO who will facilitate a meeting with the project 
proponent, municipality and any affected agencies. 

Potential Barriers. As with any expedited process, there are potential barriers which will need to be 
overcome. Below are the barriers identified by each agency and a proposed solution to mitigate those 
barriers. 

A. Executive Office of Housing and Economic Development 

Massachusetts Permit Regulatory Office (MPRO) - Potential Barriers to 90 Day Reviews 

• Timing and coordination of multiple agencies reviews for individual federal stimulus project. 
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• Timing and coordination of single agency reviews for individual federal stimulus project. 

• Additional project managers will be required. 

Recommended Solutions 

• The Permitting Task Force will convene weekly for the duration of the deployment of 
Operation Recovery funds to collaborate and discuss multi-agency reviews of individual 
projects. 

• For individual projects that require multiple agency reviews and are concerned about 
permitting process or regulatory complications or delays, the Task Force will be available to 
meet with the project proponent and attempt to remedy their concerns. 

• For individual projects that require single agency reviews and are concerned about permitting 
process or regulatory complications, the Task Force will work with the proponent and agency 
responsible for the review to seek a solution. 

• MPRO will serve as the single state point of contact for permitting issues and will convene the 
Task Force as appropriate. An MPRO project manager will be assigned to each incoming 
project. 

• MPRO proposes hiring two additional Project Managers on a contract basis for CY2009 - 
CY2010. 

B. Executive Office of Energy and Environmental Affairs 

Department of Environmental Protection - Potential Barriers to 90 Day Reviews 

• Additional permitting staff is essential in order to ensure timely permitting and to provide 
technical assistance for stimulus projects, while continuing efficient and timely permitting of 
existing projects that support economic development; 

• There are also a number of permit categories for which 90-day permitting may be infeasible. 
These categories include permits where: 

- Collection of required field and technical data takes a sufficient portion of or is greater than 
90 days (e.g., groundwater discharge and major new water supply permits) 

- Mandated public notice process requirements and/or historic pattern of public involvement 
takes a sufficient portion of or is greater than 90 days (i.e,. Chapter 91 , wetlands protection 
act variance; and 

- Other agencies control permitting timelines (e.g., wetlands reviews commenced at local 
Conservation Commissions, federal permits such as NPDES discharge permits or Army 
Corps 404 permits for fill or dredge). 

• Completeness of the proponent's application and responsiveness to information requests; A 
proponent's failure to adequately respond within ten business days to a notice that their 
application is deficient will result in an extension of the permit deadline equal to the number of 
days an adequate response is delayed. 

• Appeals of permitting decisions. 

Recommended Solutions 

• Temporary staff/resources to ensure timely permitting and technical assistance for stimulus 
projects. MassDEP estimates 4-7 staff needed per 100 permits (based on an average of 2 
permits per project, 8-14 staff would needed for permitting of each 100 projects requiring 
MassDEP permits). 

• Emergency legislation authorizing state permitting agencies and municipal authorities to 
promulgate emergency regulations that would exempt/waive federal stimulus projects from 
current statutory or regulatory requirements to obtain an individual preconstruction permits or 
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otherwise streamline the permit process by revising existing permit procedures or standards; 
provided that agency makes a finding that the exemption/waiver or streamlined approval will 
be conditioned in order to prevent significant damage to the environment. The regulations 
adopted under this provision would sunset within 6-12 months from promulgation, 

• Establish resource protection conditions and best management operating practices in 
“permits by rule" that would prevent adverse impact to the environment for federal stimulus 
projects. Compliance with those pre-conditions would be required to obtain an exemption 
from individual permit application submission and review. The regulation would require plans 
to be prepared by a registered professional engineer or similarly licensed professional who 
would submit a certification that the project was completed in accordance with the permit by 
rule conditions. Certifications would be subject to compliance audits. Examples of activities to 
be considered for conditional exemption from individual permit process may include the 
following: 

- Reconstruction Projects: The transportation bond bill exempts state highway projects from 
compliance with MEPA, c. 91 (Watenvays) and Wetlands permitting where the project is a 
reconstruction or rehabilitation project within the same alignment. This exemption could be 
expanded to municipal road and bridge projects or other reconstruction projects that will 
occupy the same footprint, subject to best management rules to ensure that surrounding 
resources areas are not impacted during the reconstruction process. The concept could be 
expanded to include expansions of appropriate scale in relation to resource area protection 
required. 

- Dredge and Fill Projects: The current Water Quality Certification regulations ("401 
Certification) do not require a DEP permit for the dredging or disposal of 100 cy of fill where a 
federal Category 1 Programmatic General Permit (PGP) is applicable. These exemption 
criteria could be expanded to allow for greater volumes of dredging or filling with resource 
protection performance standards and best management practices established that ensure 
the work would not impact the aquatic environment or riverbanks. 

- Projects in Wetland Resource Areas: The slate wetland regulations currently establish a 1 00 
foot buffer zone around Bordering Vegetated Wetlands (BVW) and a 200' buffer zone around 
Riverfront Areas. Work in the resource area and buffer zone requires local Conservation 
Commission approval with potential appeals to DEP. In addition, there is a list of limited 
projects that are not required to meet specific performance standards, but are still required to 
proceed through the full approval process. At “Greenfieid” developments in buffer zones, 
permit by rule conditions regarding project scaling, activity setbacks, and storm water, 
erosion and sediment controls work would prevent impacts to resource areas. At “Brownfield" 
developments in urban waterfronts, expanding the exemptions for redevelopment projects 
and economic alternative analysis will reduce permit timelines. The limited projects lists could 
also be expanded to expedite reviews subject to implementation of resource protection 
performance standards and associated best management practices. 

• MassDEP will explore potential statutory reforms to enable further streamlining for federal 
stimulus projects. Such measures may include reduced public comment periods and the 
ability of project proponents to proceed at their own risk in the face of an appeal. Under the 
current wetland protection review process, construction cannot proceed — even if MassDEP 
has issued a permit -if that approval is under appeal. This can sometimes be a major cause 
of delay, MassDEP will conclude its statutory review within 30 days of the issuance of this 
report and make recommendations shortly thereafter, 

C. Department of Fish and Game - Potential Barriers to 90 Day Reviews 

• As a general matter, a project proponent’s failure to timely submit a complete application and 
or to timely respond to any follow-up information requests are barriers to 90-day reviews. For 
example, delays may result if a project proponent does not submit a final conservation plan 
reflecting agency recommended modifications in a timely fashion; 
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• Potential delays may occur if projects require a take permit and the project has not yet 
commenced with the DFG/NHESP process. The period for reviews is set forth in Department 
regulations as follows: 

- 321 CMR 10.18 of the Massachusetts Endangered Species Act (MESA) regulations requires 
that any project or activity that will take place in DFW-delineated priority habitat for a state- 
listed species must be reviewed by the Natural Heritage Endangered Species Program 
(NHESP) prior to the commencement of work in the priority habitat. The NHESP has 30 days 
to determine whether an application for review is complete, and 60 days to complete its 
review. 

- If the NHESP’s review determines that a take will occur, the project or activity must either be 
modified to eliminate the take or the proponent must obtain a conservation and management 
permit from the NHESP pursuant to 310 CMR 10.23. The NHESP has 30 days to approve or 
deny the proponent's proposed final conservation plan, 

• The MESA regulations at 321 CMR 10.14 contain 12 categories of projects and activities that 
are exempt from the above MESA review and permitting requirements in 321 CMR 10.18 
through 10.23. These include exemptions associated with certain maintenance, repair, or 
replacement work on existing commercial and industrial buildings and mixed use structures, 
and road or utility work. DFW has also promulgated guidance that allows certain project 
proponents to be exempt from MESA review if they took significant action towards 
implementing their project even though the site was later designated as priority habitat by the 
NHESP. 

• The most recent DFW mapping of priority habitat in October, 2008 resulted in a 1 5% 
reduction in the total area of non-aquatic/non-wetland/non-protected open space designated 
as priority habitat in MA. 

Recommended Solutions 

• Prior to being added to a list of priority projects for federal stimulus funding, DFW/NHESP has 
the opportunity to map the project and determine whether or not the project will take place in 
DFW-delineated priority habitat for a state-listed species and if so, whether or not the review 
process has commenced. Assuming DFW/NHESP is provided sufficiently specific project 
location information it will conduct expeditious project evaluations after receiving the 
completed project template for each project; 

• In order to conduct faster reviews of federal stimulus projects, DFW/NHESP will: 

- Consideration of MESA regulatory exemptions for one or more categories of federal stimulus 
projects. This review will include an evaluation of the existing exemptions under the MESA 
regulations as well as the NHESP’s recent project review and permitting experience. 
DFW/NHESP expects to conduct this regulatory review within 30 days of the issuance of this 
report. 

- Establish a permitting team that will seek to complete its review and permitting of Federal Act 
projects faster than the existing regulatory deadlines (assuming staffing needs are met). The 
team will be modeled on the December 2008 MOU between MHD and DFW that provides 
funding for staff to meet accelerated MESA review and permit deadiines for MHD projects. 
The team will use dedicated NHESP staff to provide outreach to the project proponents and 
help guide them through the MESA process. 

- Development of best management practices (’BMPs') for certain state-listed species listed 
below and a related storm water protection plan (“SWPP”). DFW/NHESP has already 
committed, in connection with its December, 2008 MOU with MHD, to develop these MOUs, 
and expects them to be well underway in the next 3 months, DFW/NHESP already has 
permitting guidelines for the eastern box turtle. Regardless, assuming its staffing needs are 
met (see below), DFW/NHESP is committed to meeting accelerated timeframes for permitting 
Federal Act projects even if the new BMPs identified below are not fully in place. 
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- More specifically, BMPs will be developed for the following state-listed species that frequently 
require project conditioning: 

• Freshwater mussels; 

• Marsh birds (e.g,, bittern, rail, grebe); 

• Freshwater turtles (Blanding’s and wood turtles). 

- Development of a BMP or a Frequently Asked Questions (“FAQ”) document for the bald 
eagle, the atlantic sturgeon, shortnose sturgeon, and other state-listed fish species. 

- Exploration of ways to facilitate an expedited path to off-site mitigation, including the concept 
of an expanded conservation bank for such MESA-related projects. In that regard, DFG and 
DFW signed an MOA with the Nature Conservancy (“TNC") in July 2008 that utilizes the TNG 
as a resource for MESA permit applicants to provide enhanced off-site mitigation. 

• DFW requires additional staff to support the aforementioned streamlining plan: 

- In FY 2009 a total of 14 NHESP staff completed 1 ,016 reviews of projects under MESA. This 
averages out to one staff person handling 79 projects over the course of a year. 
Consequently, the estimated number of new staff needed to handle the Federal Act projects 
would be 1 for every additional 79 projects. 

- For example, a 1 0% increase in the number of projects reviewed under MESA (over the FY 
2009 total) would require an increase of 2 NHESP staff. 

- NHESP is also requesting 2 staff to be dedicated to providing technical assistance and 
outreach to the project proponents and to guide Federal Act project proponents through the 
MESA process. 

D. Executive Office of Transportation and Public Works 

Massachusetts Highway Department - Potential Barriers to 90-Day Reviews 

• Timely review of MassHighway submissions is dependent on complete submissions and 
timely responses to MassHighway comments at various stages of design and review. 

• Staff resources are required to expedite MassHighway reviews. 

Recommended Solutions 

• 14 employees are required to review every $100 million in total project costs. The personnel 
are required to address the design, review, permitting, and construction oversight of private 
development projects that could benefit for funding through the stimulus package. These 
projects would consist of private developments that have completed MEPA and need design 
review by MassHighway to secure their permit, and subsequently construct these 
improvements. 

• Additionally, MassHighway will consider utilizing outside consultants as peer reviewers if 
necessary to enable 90-day reviews. 

E. Executive Office of Public Safety 

Department of Public Safety - Potential Barriers to 90-Day Reviews 

• Building Code revisions effective March 1 , 2009 may affect the timely issuance of building 
permits tor projects that were designed under the Sixth Edition of the Building Code. 

Recommended Solutions 

• There are two ways in which the Department of Public Safety can remedy potential delays 
caused by new Building Code Revisions: 

- First, a project applicant may apply for variances from the Building Code Appeals Board 
(BCAB) for building features that are not in compliance with the Seventh Edition of the Code. 
The BCAB is a three-member subset of the full Board of Building Regulations and Standards. 
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The BCAB meets at least twice each month to consider variance requests. However, it may 
take 30-60 days in order to receive a hearing before the BCAB, probably more if there is an 
increase in applications due to stimulus dollar projects. Consequently, this may not be the 
most effective solution, 

- Second, and possibly the more viable solution, members of the Board of Building 
Regulations and Standards may consider an extension of the concurrency period so that 
permit applicants may continue to design and build to the more familiar Sixth Edition of the 
Code, Board members meet the second Tuesday of each month. The next scheduled 
meeting will convene on February 10, 2009, Typically, Board members would consider and 
debate a request for an extension to the concurrency period during a regular meeting. 
Recognizing that swifter action may be necessary. Board members may be able to consider 
and vote the matter via a conference call or e-mail correspondence. There are trades offs 
however with this second solution, as an example the 7th edition has higher standards for 
some life safety and energy efficiency requirements. 

Federal and State Accessibility Standards Differ— Proposed Solution 

• Legislation has been drafted and previously filed to regulate areas not generally open to the 
public, including employee-only areas, consistent with the Americans with Disabilities Act 
(ADA). The legislation clarifies the Board's jurisdiction as including not only public buildings 
but also facilities, and brings parking space requirements into conformity with the (ADA). 

- The proposed legislation seeks to extend the Architectural Access Board’s current jurisdiction 
over 'public buildings” to include employee areas and bring the Board's enabling legislation 
into compliance with the ADA as well as modify the make-up of the Board. 

- The Board's jurisdiction must be expanded in order to submit its regulations to the United 
States Department of Justice (DOJ) for certification as substantially equivalent to Title III of 
the ADA. The AAB promulgates rules and regulations designed to make public buildings 
accessible to and safe for individuals with disabilities, whether they are employed in or 
visiting the building. Title III of the ADA, which covers public accommodations and 
commercial facilities, recognizes the role that regulations like these play in ensuring 
compliance with building-related aspects of accessibility. As a result, certification by the DOJ 
indicates that local regulations meet or exceed the ADA’s accessibility requirements for new 
construction or alterations. 

• In recognition of the jurisdictional triggers of 521 CMR, and in an effort to insure that Federal 
Act monies are able to be expended for immediate and proper use, the Department, on 
behalf of the AAB, recommends granting a blanket time variance for compliance with the 
Board's regulations. It is understood that requiring immediate compliance would potentially 
cause unintended, negative consequences of preventing timely commencement of 
construction projects and hamper the success of the Federal Act package. This variance 
would apply to all projects that are funded with Federal Act monies. This arrangement has 
been discussed and agreed upon in general terms with representatives from DCAM and 
EOCD, To those ends, it is recommended that the AAB pursue an MOU commemorating this 
agreement with A&F. 

F. Executive Office of Administration and Finance 

Division of Capital Asset Management - Potential Barriers to 90-Day Reviews 

• Additional staff or the use of consultants may be required. 

• If any particular project does involve the transfer or disposition of state lands, and legislation 
authorizing such transfer or disposition has not been enacted, special legislation will probably 
be required for that transfer or disposition. 
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Recommended Solutions 

• DCAM notes that if any of the priority projects involve the acquisition of real estate interests 
by the state, DCAM will need to hire outside counsel (subject to MGL Ch. 30, s, 65), 
environmental and other consultants; 

• Project proponents requiring legislative approval seek assistance from DCAM’s single point 
of contact, Martha McMahon and utilize the legislative text provided by DCAM. 

G. Massachusetts Bay Transportation Authority 

• Timely review (i.e., within 90 days) is dependent on the proponents submitting full and 
complete applications to the MBTA. 

• For most foreseeable projects, a license can be issued within the 90-day timeframe. A project 
that requires an easement or a direct interest in real estate must go through the MBTA review 
process and then by statute, must be presented to the MBTA Board of Directors for its 
approval. This additional step may take closer to 120 to 1 50 days to complete. 

• MBTA must perform engineering review for all projects. 

Recommended solutions 

• Prospective proponents should identify as soon as possible any MBTA license that may be 
required. Proponents should go to the MBTA's Real Estate website 
(wvwv.transitrealty.com/licensing) for a copy of the license application and guidelines for 
processing an application. Proponents should be prepared to provide engineering drawings, 
survey plans, proof of insurance, etc. This information and the contact information for the 
MBTA staff appointed to these projects is included on the MBTA website under the guidelines 
for how to apply for a license or easement. 

• For those projects that require an easement or a land transfer that require a Board of 
Directors approval, the MBTA can grant a license to allow the work to go forward pending 
Board Approval of the permanent easement. While the MBTA can make this accommodation, 
it is important to point out that many developers may not be able willing to move forward with 
a temporary license. This is particularly true for financing entities who will only be satisfied 
with the full and permanent easement. The MBTA will make all efforts to move these projects 
as quickly as possible. 

• The MBTA anticipates that additional engineering assistance may be required on a short term 
basis. 

H. Municipalities 

Municipal Permitting: Potential Barriers to 90-Day Reviews 

• Every city and town manages their own local permitting process. Municipal processes may 
occur before, during or after the state process and there is no uniformity across communities. 
This may cause local permitting delays even after expedited reviews at the state level due to 
a lack of staff capacity, volunteer boards and commissions, or state revisions that impact 
local development. 

Recommended Solutions 

• The Permitting Task Force recommends that all Federal Act projects be assigned a single 
point of contact on the local level to easily and effectively communicate with state agencies 
on that project: 

• Proponents of Federal Act projects consult with the municipality before pursuing state permits 
in order to ensure the highest level of coordination: 
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• Municipal officials and the designated municipal point of contact are encouraged to attend 
any Task Force meetings involving projects in that community; 

• State and local permitting agencies coordinate to the highest degree possible to ensure 
timely and coordinated decisions on Federal Act projects; 

• Technical assistance to municipalities with a lack of capacity to conduct timely reviews would 
prove helpful to expedite matters on the local level. The Task Force recommends that 
technical assistance be delivered through existing quasi-public agencies that currently offer 
municipal technical assistance such as MassDevelopment and the Regional Planning 
Agencies. The Task Force recommends that funding be allocated for additional staffing in 
each quasi-public agency assisting with increased requests for technical assistance, as 
needed; 

• For regional infrastructure projects involving two or more communities, the Task Force 
recommends that the communities work together to conduct joint municipal reviews. 

6. Actions Needed 

In order to enable 90-day reviews of Federal Act project, each participating agency will undertake the 
action plans described below. In order to meet the increased demand from the Federal Act projects, 
participating agencies will require supplemental staff. Each agency's staffing needs are described in 
the sections below and summarized in the following table; 


Agency/Office/ 

Department 

Type of Internal Staff 
Needed 

Method Used to 
Estimate # of Staff 
Needed 

Notes 

Massachusetts 

Permit Regulatory 
Office 

Project Manager 

Estimate based on 
current workload with 

1 director and 3.5 
project managers. 

Hiring to be on 
contract basis for 
CY2009— CY2010. 

MassHighway 

Project Management, 
Environmental 

Services, Right of 

Way, and Construction 
Support Staff 

14 staff per $100 
million in total project 
costs. 

See Transportation 
Section for fail staffing 
analysis. 

Department of 
Environmental 
Protection 

Environmental 

Analysts, 

Environmental 
Engineers, and 

Regional Planners 

8-14 staff per 100 
projects. Based on 
estimate of 2 permits 
per project and 4-7 
staff required for every 
100 permits. 

Hire consultants to 
provide permit review 
and legal/technical 
assistance and 
contractors to provide 
administrative support. 
Apply resources 
towards overtime for 
experienced 
permitters. 

Department of Fish 
and Game 

Conservation Biologist 

Ml 

1 staff per 79 projects 
plus 2 additional staff 
for technical 
assistance. Based on 
FY2009 review of 

1,016 projects by 14 
NHESP staff. 

2 additional staff would 
be dedicated to 
technical assistance 
and outreach for 
projects going through 
the MESA process. 
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Agency /Off ice/ 
Department 

Type of Internal Staff 
Needed 

Method Used to 
Estimate # of Staff 
Needed 

Notes 

Department of Public 
Safety 

Building Inspectors, 
Engineering 

Inspectors, Elevator 
inspectors, 

Administrative Support 

1 building inspector 
per $100 million and 1 
support staff per $500 
million. 1 engineering 
inspector per 200 new 
boilers and 1 elevator 
inspector per 650 new 
elevators are also 
needed. 

Additional support staff 
may be needed based 
on number of new 
boilers and elevators 
installed. 

Division of Capital 
Asset Management 

No additional internal 
staff requested. 

Outside Counsel 
and/or environmental 
consultants may be 
needed. 

Anticipates using 
current staffing but 
based on volume of 
projects may need to 
hire additional staff. 

If projects involve 
acquisition of real 
estate, DCAM will 
need to hire outside 
counsel, environmental 
or other consultants on 
a case by case basis. 
See State Facilities 
Section for full staffing 
analysis. 

Massachusetts Bay 

Transportation 

Authority 

Engineering 


The MBTA will need 
temporary engineering 
assistance to 
supplement existing 
staff. See 

Transportation Section 
for full staffing 
analysis. 


A. Executive Office of Housing and Economic Development Massachusetts Permit Regulatory 

Office (MPRO) 

• Information on the Task Force and its ability to assist Federal Act project proponents with 
permitting will be added to the EOHED and MPRO websites. 

• Templates with all necessary information have been prepared and will be completed by 
project proponents. 

• Permitting Task Force will begin meeting with project proponents on February 2, 2009. 

Staffing Plan 

• MPRO consists of one Director and 3.5 project managers. In order to handle the increased 
workload of Federal Act projects, MPRO will add two project managers on a contract basis 
forCY2009~CY2010. 


B. Executive Office of Transportation and Public Works MassHighway 

• Streamlining Underway: (n October 2007 MHD implemented 720 CMR 13.00: Approval of 
Access to State Highways regulation to govern, among other things, expedite the overall 
environmental review and permitting process by providing project proponents with 
transparency, predictability, and timeliness of MassHighway actions on access permits; 
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• The MassHighway streamlining plan will be accomplished by utilizing: 

- Existing MassHighway procedures that call for “single points of contact" and dedicated 
project manager; 

- Current regulations allow permitting decisions and relevant reviews on projects to be 
rendered within a 90-day period subject to MassHighway receiving within all required 
submissions in a timely fashion; 

- Recent revisions to the Standard Operating Procedure (SOP) for the Review of Access 
Permits to be consistent with the regulations. The SOP assists project proponents and 
MassHighway in meeting the 90-day review, and if needed could be modify to meet the need 
of the Operation Recovery program. 

Staffing Plan 

• 14 employees are required to review every $100 million in total project costs. The personnel 
are required to address the design, review, permitting, and construction oversight of private 
development projects that could benefit for funding through the stimulus package. These 
projects would consist of private developments that have completed MEPA and need design 
review by MassHighway to secure their permit, and subsequently construct these 
improvements. 

• Additionally, MassHighway will consider utilizing outside consultants as peer reviewers if 
necessary to enable 90-day reviews. 

C. Executive Office of Energy and Environmental Affairs Department of Environmental 

Protection 

• Streamlining Underway : In 2007, MassDEP reduced its permitting timelines 20% across the 
board, and committed to issuing 90% of its permits within 180 days — and DEP is meeting 
these commitments. 

• Existing FAST rack Program : Fast Track Permitting incorporates a set of sound environmental 
policies and procedures that promote smart growth and economic development across the 
Commonwealth, In the Fast Track program, MassDEP negotiates individual agreements with 
proponents of eligible projects, and guarantees; 

- Expedited administrative and technical reviews for all eligible projects; 

- Negotiated permit schedules and fees; 

- A single point of contact through the entire permitting process; 

- Protection of natural resources and promotion of smart growth; and 

• The DEP streamlining plan will be accomplished through an enhanced FAST rack permitting 
program which encompasses the following features: 

- Pre-permitting meetings; 

- Ongoing technical assistance with applicants/consultants; 

- Dedicated "single points of contact" and project managers; 

- Senior management "ombudspersons" to resolve bottlenecks and coordinate multiple agency 
reviews. 

Staffing Plan 

• Reassignments of experienced permit staff; 

• Temporary staff/resources to ensure timely permitting and technical assistance for stimulus 
projects. MassDEP estimates 4-7 staff needed per 100 permits (based on an average of 2 
permits per project, 8-14 staff would needed for permitting of each 100 projects requiring 
MassDEP permits). 
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D. Department of Fish and Game 

• Existing Exemptions and Guidance: The MESA regulations at 321 CMR 10,14 contain 12 
categories of projects and activities that are exempt from the above MESA review and 
permitting requirements in 321 CMR 10.18 through 10.23. These include exemptions 
associated with certain maintenance, repair, or replacement work on existing commercial and 
industrial buildings and mixed use structures, and road or utility work. DEW has also 
promulgated guidance that allows certain project proponents to be exempt from MESA review 
if they took significant action towards implementing their project even though the site was 
later designated as priority habitat by the NHESP. 

• Reduction in Priority Habitat Mapping Area; The most recent DFW mapping of priority habitat 
in October, 2008 respited in a 15% reduction in the total area of non-aquatic/non- 
wetland/non-protected open space designated as priority habitat in the Commonwealth. 

• The DFW/NHESP streamlining plan will include: 

- Consideration of MESA regulatory exemptions for one or more categories of Federal Act 
projects. This review will include an evaluation of the existing exemptions under the MESA 
regulations as well as the NHESP’s recent project review and permitting experience. 

- Establish a permitting team that will seek to complete its review and permitting of Federal Act 
projects faster than the existing regulatory deadlines (assuming staffing needs are met). The 
team will be modeled on the December 2008 MOU between MHD and DFW that provides 
funding for staff to meet accelerated MESA review and permit deadlines for MHD projects. 
The team will use dedicated NHESP staff to provide outreach to the project proponents and 
help guide them through the MESA process. 

- Development of best management practices (“BMPs”) for certain state-listed species listed 
below and a related storm water protection plan (“SWPP") In connection with DFW/NHESP’s 
MOU with MHO. While having the BMPs and the SWPP in place will facilitate the expedited 
permitting of the Federal Act projects. DFW/NHESP, utilizing the requested additional staff, is 
committed to meeting accelerated permitting timeframes for the stimulus projects even if the 
BMPs are not fully in place, 

- More specifically, BMPs will be developed for the following state-listed species that frequently 
require project conditioning; 

• Freshwater mussels; 

• Marsh birds (e.g,, bittern, rail, grebe); 

• Freshwater turtles (Blanding's and wood turtles). 

- Development of a BMP or a Frequently Asked Questions ("FAQ”) document for the bald 
eagle, the atlantic sturgeon, shortnose sturgeon, and other state-listed fish species. 

- Exploration of ways to facilitate an expedited path to off-site mitigation, including the concept 
of an expanded conservation bank for such MESA-related projects. This approach will take 
advantage of the existing July, 2008 MQA between DFG, DFW and the Nature Conservancy 
("TNC") that utilizes the TNC as a resource for MESA permit applicants to provide enhanced 
off-site mitigation. 

Staffing Plan 

• In FY 2009 a total of 14 NHESP staff completed 1,016 reviews of projects under MESA. This 
averages out to one staff person handling 79 projects over the course of a year. 
Consequently, the estimated number of new staff needed to handle the Federal Act projects 
would be 1 for every additional 79 projects. For example, a 10% increase in the number of 
projects reviewed under MESA (over the FY 2009 total) would require an increase of 2 
NHESP staff 

• NHESP is also requesting 2 staff to be dedicated to providing technical assistance and 
outreach to the project proponents and to guide Federal Act project proponents through the 
MESA process. 
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E. Executive Office of Public Safety Department of Public Safety 

• Additional Building, Engineering and Elevator Inspectors to meet anticipated demand; 

Staffing Plan 

• If is estimated that the Department of Public Safety would need to hire a minimum of one (1 ) 
additional building inspector for each $200 million stimulus dollars spent on state building 
construction projects and retain at least one (1) support staff for each $500 million spent. For 
instance, if a total of one billion is intended to be spent on varied state building projects, the 
Department would require at least 5 additional building inspectors and 2 support staff to 
handle added workload. This figure anticipates full staffing of its 14 FTE building inspector 
positions, for a total of 1 9 inspectors. 

• It is estimated that the Department would need to hire a minimum of one (1) additional 
engineering inspector per 200 new boilers or pressure vessels added to existing stock which 
translates into approximately 1 new inspector for each $4 million stimulus dollars spent on 
this type of activity. Additionally, it is estimated that the Department would require at least one 
(1 ) support staff for each $400 million spent. For instance, if a total of $400 million is intended 
to be spent on varied state engineering projects, the Department would require at least 10 
additional engineering inspectors and 1 support staff to handle added workload. This figure 
anticipates full staffing of its 11 FTE engineering inspector positions, for a total of 21 
inspectors. 

• It is further estimated that the Department will need 1 additional Elevator inspector for each 
650 new elevators constructed. 

F. Executive Office of Administration and Finance Division of Capital Asset Management 

• DCAM has designated two representatives, Deputy General Counsels Carol Meeker and 
Martha McMahon, to serve on the Task Force. They will communicate with others at DCAM 
as necessary, and will participate in ongoing Task Force review of projects, 

• DCAM assumes its involvement in priority projects coming before this Task Force will relate 
to transactions involving the transfer or disposition of state lands. DCAM therefore proposes 
to meet the objeotives of the Task Foroe by: 

- Identifying a single point of contact for project requiring legislative approval; 

- Identifying the transactions related to such projects as priority transactions; 

- Assigning experienced real estate property managers, attorneys, and others as necessary to 
address each priority transaction: and, 

- Using best efforts to complete each priority transaction within 90 days, subject to the 
requirements set forth in the legislation authorizing such transaction for appraisals, Inspector 
General review and approval of appraisals, surveys. Inspector General review and comment 
on documents, advance notices to the General Court and others, etc. 

• DCAM does not anticipate the need for any general legislative amendments relating the 
transactions involved in the priority projects. If any particular project does involve the transfer 
or disposition of state lands, and legislation authorizing such transfer or disposition has not 
been enacted, special legislation will probably be required for that transfer or disposition. A 
sample bill is available by request. 

Staffing Plan 

• DCAM’s current plan is to use existing staff to meet these objectives. Depending on the 
number and complexity of the transactions involved in the priority projects, however, 
additional staff, or the use of consultants, may be required. 
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• If any of the priority projects involve the acquisition of real estate interests by the state, 
DCAM will need to hire outside counsel (subject to MGL Ch. 30, s. 65), environmental and 
other consultants on a case-by-case basis. 

G. Massachusetts Bay Transportation Authority 

• The MBTA has identified a single point of contact for Federal Act project inquiries and those 
projects will be given priority in the license/easement review process; 

• A project that requires an easement or a direct interest in real estate must go through the 
MBTA review process and then by statute, must be presented to the MBTA Board of 
Directors for its approval. This additional step may take closer to 120 to 150 days to 
complete. MBTA staff commits to taking all possible steps to shorten this timeframe as much 
as possible. Additionally, MBTA can grant a temporary license to perform the work while the 
Board of Directors' review and approval is pending. 

Staffing Plan 

• Temporary engineering assistance will be needed to supplement the MBTA's existing staff. 

Metrics for Measuring Success 


Metric 

Description 

Method for Monitoring / 
Measurement 

Improve Review 

Timely Review of Federal Act 

• Database of Federal Act projects 

Timeliness 

Projects 

detailing the date completed 


• MPRO/Permitting Task 

applications were received, date 


Force will track the 

permits were issued by agency. 


success rate of 90-day 
state agency reviews. 

and total permitting time by project. 
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Procurement Task Force 

1. Introduction 

The Mission of the Procurement Task Force. The Procurement TasK Force was established by the 
Governor in mid-December 2008 to evaluate existing procurement processes and to make 
recommendations for streamlining procurement in connection with any projects funded under the 
anticipated American Recovery and Reinvestment Act of 2009 (the Federal Act). Specifically, the 
Governor charged the Procurement Task Force with developing “ways to simplify and speed up the 
procurement and contracting processes consistent with transparency, accountability, and a fair 
opportunity for small businesses, including Minority, Woman and disadvantaged business enterprises 
(“MA/V/DBEs”), to participate". As a guiding principle, the Governor also charged Task Forces with 
giving preference if possible to Massachusetts companies and workers in awarding contracts for work 
funded under the Federal Act. 

Under the Federal Act, there are expected to be “use it or lose if provisions that require the 
commitment and expenditure of federal funds on eligible projects within specified time frames. These 
provisions are being included to ensure that the funding will be spent on projects that can commence 
quickly and create jobs in the near term. If a state does not spend funds for eligible projects quickly 
enough, the funds are expected to be reallocated to other states. 

Procurement is a critical step in the path to starting work on a capital project. Consequently, the 
Governor rightly identified the time it takes to procure design and construction contracts and goods 
and services as one of the critical factors impacting our capacity to invest the federal funds in capital 
projects quickly enough to comply with the requirements under the Federal Act. We need to ensure 
that the procurement process does not cause any of our public agencies awarded funding under the 
Federal Act to fail to meet the related time requirements and to thereby lose the federal funding. 

There are, however, necessary protections built into public procurement processes that make the 
public procurement of construction contracts and goods and services more time consuming than it 
would otherwise be. In connection with any procurement of construction contracts and goods or 
services by a public awarding authority, taxpayers have a legitimate interest in ensuring that their 
funds are being spent wisely. For this reason, laws governing the procurement of construction 
contracts and goods and services by public agencies generally require open and competitive bidding 
processes following public notice to ensure that the public is receiving the best value for its 
investment. Public procurement processes are also constructed to ensure that qualified contractors 
have a fair opportunity to bid on the provision of construction contracts and goods and services, 
including small businesses and minority and women-owned businesses; that public officials involved 
in awarding contracts are disinterested parties; and that other protections are in place to hold public 
officials accountable for the decisions that are made. While asking the Procurement Task Force to 
identify ways to simplify and speed up the procurement and contracting processes for projects funded 
under the Federal Act, the Governor also charged the Task Force with making recommendations that 
include these fundamental protections. 

The Process of the Procurement Task Force. Pursuant to the Governor's direction, the 
Procurement Task Force was composed of a broad range of stakeholders in the public procurement 
process, including: representatives of a wide variety of public agencies that carry out capital projects, 
representatives of contractor and subcontractor associations, representatives of building trades 
organizations, representatives of the business community, representatives of the small and minority- 
owned business community, state legislators, the Inspector General, representatives of the Attorney 
General's office, the Assistant Secretary for Access and Opportunity and representatives from the 
Office of Labor and Workforce Development. The individual members of the Procurement Task Force 
are listed in Section 2 below. This broad representation contributed to productive, well-informed and 
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thoughtful deliberations at Task Force meetings at which all perspectives were articulated and 
considered. 

The Procurement Task Force held six meetings of the full Task Force between December 22, 2008 
and January 21 , 2009, In addition, certain members of the Procurement Task Force were assigned to 
serve on smaller working groups, each of which met at least once to further develop 
recommendations presented at meetings of the full Procurement Task Force for further consideration 
at subsequent task force meetings. There were six working groups charged with developing 
recommendations in the following areas: the vertical procurement process; the horizontal 
procurement process; the information technology and equipment procurement process; labor-related 
procurement issues; MAA//DBE-related procurement issues; and the proposal to establish an 
economic stimulus alternate procurement board (discussed below). 

At its first meeting, the Procurement Task Force developed objectives to guide its recommendations 
for the procurement process or processes that should apply to capital projects funded under the 
Federal Act. At the next two meetings, the Procurement Task Force evaluated the procurement 
processes currently followed by public agencies and decided on a general framework for 
recommending changes to these existing processes to achieve the Governor's and the Task Force's 
objectives with respect to procurement for projects funded under the Federal Act. At the final three 
meetings, the Procurement Task Force deliberated and decided upon the specific recommendations 
contained in this report. 

The Results of the Procurement Task Force’s Work. The Procurement Task Force is proud to 
offer the recommendations contained in this report. In a short period of time, the Task Force reached 
consensus on a general framework for achieving the Governor's and the Task Force's objectives with 
respect to procurement for ca’pital projects funded under the Federal Act. The Task Force is offering 
numerous recommendations that will streamline and improve existing procurement processes. These 
recommendations also preserve - and in some cases enhance-transparency, accountability and 
other important protections to ensure a fair, open and competitive process that yields the best value 
for taxpayers. 

This report of the Procurement Task Force is a direct result of the remarkable contributions of each 
and every member of the Task Force. All Task Force members answered the Governor's call for 
action with enthusiasm and energy. They dedicated significant amounts of their time to the collective 
effort, and they worked hard to support it. Many Task Force members made compromises, putting 
aside their particular interests and concerns in furtherance of achieving the broader objectives of the 
Task Force. With a spirit of collaboration and mutual respect, the Task Force members worked 
together to develop the consensus recommendations contained in this report. 

2. Members 


Name 

Title 

Agency / Organization I 

Gonzalez, Jay (Chair) 

Undersecretary 

Executive Office of Administration & 
Finance 

Adelman, Ed 

Executive Director 

State College Building Authority 

Affanafo, Steve 

Associate Executive Director 

Building T rades Employer 

Association 

Beeman, Greg 

President & CEO 

Associated Builders and Contractors 

Bickelman, Ellen 

State Purchasing Agent 

Operational Services Division 

Bolling, Bruce 

Executive Director 

MA Alliance of Small Contractors 
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Name 

Title 

Agency / Organization 

Boronski-Burack, Debra 

President and CEO 

Massachusetts Chamber of Business 
and Industry 

Breen, Marie 

General Counsel 

MassPike 

Callahan, Frank 

President 

MA Building Trades Council 

Clifton, Kenrick 

Asst. Director for Government 
Compliance 

Massachusetts Bay Transportation 
Authority 

Conyngham, Monica 

General Counsel 

EOTPW 

Culver, Robert 

President and CEO 

MDFA 

Dalton, Albert B. 

Deputy Chief Legal Counsel 

Massport 

Dowd, Anne 

EVP of Legislative Affairs 

MDFA 

Feeley, Kevin 

Procurement 

MWRA 

Flanagan-Cahill, Susan 

General Counsel 

MSBA 

Friedman, David 

First Assistant Attorney 

General 

Attorney General’s Office 

Goodman, Abbie 

Executive Director and CEO 

The Engineering Center 

Griffin Mannings, Amy 

Executive Director 

New England Black Chamber of 
Commerce, Inc. 

Hamel, Linda 

General Counsel 

ITD 

Hedderman, Jenny 

General Counsel 

OSC 

Jenkins, John 


Massachusetts Black Business 

Alliance 

Lawton, Monica 

Executive Director 

Associated Subcontractors of 
Massachusetts, Inc. 

MacKenzie, Dave 

Executive Director 

UMASS Building Authority 

Mahr, David 

Capital Budget Director 

EOEEA 

Marlow, Ron 

Assistant Secretary for 

Access and Opportunity 

Executive Office of Administration & 
Finance 

McDonough, Gerry 

General Counsel 

DOLWD 

Nutting, Jeff 

Town Administrator 

MMA/Town of Franklin 

Orsino, Jeannette 

Executive Director 

RTAs 

Perini, David 

Commissioner 

DCAM 

Petrucelli, Robert 

Executive Director 

Associated General Contractors of 
Massachusetts 

Phillips, Ellen 

Deputy Purchasing Agent 

OSD 

Pourbaix, John 

Executive Director 

Construction Industries of 
Massachusetts 
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Name 

Title 

Agency / Organization 

Schectman, Amy 

Associate Director for Public 

DHCD 


Housing and Rental 



Assistance 


Smith, William 

General Counsel 

MCCA 

Sullivan, Greg 

Inspector General ! 

j 

Commonwealth of Massachusetts 


3. Procurement Task Force Objectives 

Building on the Governor's charge for the Procurement Task Force and the guiding principles he 
articulated for the projects to be funded under the Federal Act, the Task Force agreed on the 
following objectives for the procurement process or processes to be used in connection with such 
projects. These objectives guided the Task Force in its deliberations and in the development of its 
recommendations; 

• Speed 

• Best value for the Commonwealth 

• Quality goods and services 

• Simplicity 

• Transparency 

• Accountability 

• Fair opportunity for small businesses to participate, including M/W/DBEs 

• Preference for MA businesses 

• Fair competition 

« Less costly procurement process 

• Fair wages and benefits for workers 

4. Procurement Task Force Findings 

Under Massachusetts law, different procurement processes are required for the procurement of 
different types of design and construction contracts and goods and services. Specifically, there are 
different procurement requirements and processes authorized for vertical design and construction 
projects, horizontal construction projects, certain types of energy efficiency improvement contracts, 
the acquisition of goods and services by state entities, and the acquisition of goods and services by 
municipalities. Representatives from the Office of the Inspector General, Operational Services 
Division and Infomiation Technology presented summaries of the different procurement requirements 
and processes for construction, goods and services and information technology services to the 
Procurement Task Force (included in Appendix 4 - Procurement). In addition, representatives from 
each of the public awarding authorities charged with carrying out capital construction projects for the 
Commonwealth provided the Task Force with an overview of specific procurement processes that 
apply to them. 

Following an evaluation of the existing procurement processes, the Procurement Task Force 
identified the following findings which formed its recommendations with respect to the state and 
municipal procurement processes that may be used in connection with projects funded under the 
Federal Act: 
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• In general, the existing procurement processes work well and they further the objectives set 
forth above. 

• Many reforms to procurement processes used for horizontal and vertical construction projects 
were implemented through the Construction Reform Law of 2004 (Chapter 1 93 of the Acts of 
2004) as the result of the work of the Special Commission on Construction Reform, which 
was a legislatively established commission, and included many of the members of the 
Procurement Task Force. 

• Both the public awarding authorities that administer and manage procurement processes and 
the private contractors that participate in such processes are familiar with and knowledgeable 
about existing procurement processes and the reforms implemented in 2004 through the 
Construction Reform Law. 

• The establishment of new procurement processes that completely replace and change the 
way in which construction contracts and goods and services are procured for projects funded 
under the Federal Act would require time and resources to educate public and private 
participants about the process and would be more likely to lead to mistakes, delays and failed 
procurements. 

• Depending on the project and the public awarding authority, it was reported that 
procurements can take anywhere from 14 to 120 days to complete under existing processes. 

• While the time it takes to procure construction contracts and goods and services pursuant to 
the existing procurement processes will generally not prevent a project funded under the 
Federal Act from meeting the "use it or lose it” time requirements, it is possible that it could 
contribute to a failure to meet those requirements tor some projects. 

• While the existing procurement processes generally work well, there are a number of aspects 
of those processes that could be improved to result in a more efficient and expedited 
process, a simpler process and a process that othenvise does a belter job of meeting the 
objectives set forth above. 

Many recommendations of this Task Force will benefit Massachusetts companies and workers. 
Further consideration is being given as to whether procurement guidelines could be established to 
grant express preferences to in-state businesses consistent with legal requirements, and if so, 
whether the benefits of doing so would justify the potential costs and risks. 

When the Procurement Task Force started its work, no draft of the Federal Act existed and it was not 
known whether the Federal Act would in any way address the issue of procurement of construction 
contracts and goods and services for projects funded under the Federal Act, Prior to publication of 
this report, a version of the Federal Act was filed in the House of Representatives which includes a 
requirement that all contracts awarded for projects funded under the Federal Act comply with the 
requirements of the Federal Acquisition Regulation (FAR). Based on an initial review of the FAR the 
Task Force has been advised that public awarding authorities in Massachusetts would be subject to 
State procurement laws in connection with projects funded under the Federal Act, but they would also 
need to comply with certain Federally mandated contractual requirements and policies. The Task 
Force would need to continue to monitor the development of procurement related provisions in the 
Federal Act as it moves through Congress and the impact, if any, such requirements will have for 
projects funded under the Federal Act. 


The FAR shall apply to contracts awarded with funds made available through the Federal Act. The 
Task Force believes that Federal Act and the FAR authorize public awarding authorities to utilize 
state procurement statutes and regulations in the expenditure of such funds, so long as said public 
awarding authorities comply with federally mandated contractual requirements and policies, which the 
Task Force are still in the process of being identified. 
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5. Procurement Task Force Recommendations 

Based on the objectives and findings above, the Procurement Task Force makes the follovring 
recommendations regarding the procurement and contracting of projects funded under the Federal 
Act. 

The General Framework. The Procurement Task Force recommends that the existing procurement 
processes be used as the foundation for building simpler and faster processes for procuring and 
contracting projects funded under the Federal Act. In order to ensure that even the modified 
procurement processes do not unnecessarily pose a barrier to commencing a project within the time 
requirements in the Federal Act, the Task Force also recommends the creation of a special board 
with limited jurisdiction to grant waivers and/or modifications during the procurement process when 
appropriate. 

Generally Applicable Recommended Improvements. The Procurement Task Force recommends 
the following generally applicable improvements to all relevant existing procurement processes where 
related existing provisions apply in order to simplify, accelerate or otherwise improve those processes 
for projects funded under the Federal Act. 

A. Recommend Establishment of an Economic Stimulus Alternate Procurement Board. 

While the recommendations contained in this report are likely to minimize the instances in which the 
procurement process would prevent a public awarding authority from being able to start work on a 
project within the time requirements of the Federal Act, the Procurement Task Force recommends 
establishing a special process to address those instances when the modified procurement process is 
insufficient. Specifically, the Task Force recommends the establishment of an Economic Stimulus 
Alternate Procurement Board ("ESAP") for the purpose of providing a means for waiving procurement 
requirements and instituting alternate requirements when necessary to ensure that a public awarding 
authority does not lose funding for a project under the Federal Act due to the procurement process. 
Specifically, the Procurement Task Force recommends the following with respect to the establishment 
of the ESAP Board: 

• ESAP would be modeled after the Asset Management Board, a currently existing 
Massachusetts state government board authorized under M.G.L. c, 7B to consider 
exemptions from the public procurement requirements with respect to real estate and non- 
real estate transactions. 

• Like the Asset Management Board, the ESAP Board would be authorized to waive the 
applicability of existing procurement and contracting rules and substitute others that must 
include safeguards to insure fairness, competitiveness, accountability and transparency. 
Unlike the Asset Management Board, however, the ESAP Board would only be authorized to 
grant such waivers if if is demonstrated that the waiver is necessary to ensure that a public 
awarding authority does not lose funding for a project under the Federal Act. 

• Unlike the Asset Management Board, the ESAP Board would not be authorized to permit the 
use of fundamentally different, alternate procurement processes from those available to the 
awarding authority for the project under law; rather, it may waive and modify requirements of 
procurement processes authorized by law when and to the extent necessary to ensure that a 
project can be procured and commenced within the time requirements of the Federal Act. 

• Proposals would be made to the ESAP Board by the Federal Economic Recovery Project 
Director at his/her discretion on behalf of the respective public awarding authority when it is 
determined that a waiver or modification from the procurement laws is necessary in order to 
procure and commence a project within the time requirements of the Federal Act. 

• Proposals submitted to the ESAP Board by the Federal Economic Recovery Project Director 
would be subject to a 14-day public comment period. Following the 14-day public comment 
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period, the ESAP Board would, within 7 days, approve or reject the requested waiver or 
modification from procurement requirements or approve a modified version of the proposed 
action. 

• ESAP Board authority would be exclusively limited to projects funded under the Federal Act 
and the ESAP Board would be dissolved when it is determined that there are no additional 
projects to be funded under the Federal Act by a public agency in the Commonwealth. 

• ESAP Board decision making would be expeditious and final. 

• ESAP Board membership should be comprised of individuals with requisite experience, a 
reputation of integrity and an absence of any actual or perceived potential conflict of interest, 
and members shall serve for the primary purpose of protecting the public interest in assuring 
fair, effective, and accountable procurement and contracting in connection with any project 
requiring a waiver or modification of procurement requirements. 

• Project proposals would be written and state the need for ESAP Board consideration and the 
specific relief sought. 

• Legislation would include standards and criteria that the ESAP Board would be required to 
follow in evaluating any requested waiver or modification to procurement requirements and it 
would include dollar thresholds tor projects eligible for ESAP Board consideration. 

B. Where possible, develop Standard Economic Stimulus Contract Provisions across all 
contracting authorities for projects funded by Federal Act. 

• Agencies and authorities have each developed unique contract forms over the past few years 
that address specific statutory and administrative concerns of that entity. Some of the 
recommendations made by this Task Force may require that modifications to current contract 
forms be made. Provisions related to the Federal Act should be standardized to the extent 
possible so that contractors and vendors can easily discern changes to the contract forms 
they are otherwise familiar with. 

• Where possible throughout the effort to standardize special stimulus provisions, the various 
agencies and authorities are encouraged to standardize other aspects of the contract 
specifications as practical. 

C, Apprenticeship is a career training program that combines paid on-the-job training with 
classroom instruction. Apprentice programs can be established by an individual employer, 
a group of employers, or a labor union. There are over 400 employers that have registered 
apprentice programs, and several thousand employers who have apprentices through 
collective bargaining agreements with labor unions. Apprenticeship training provides 
career development opportunities, and is one of the most cost-efficient workforce 
development tools, and the most affordable option available to both workers and 
employers. 

• Employers with registered apprentice programs are more iikely to be Massachusetts 
employers. In order to have a registered apprentice program in the Commonwealth, an 
employer must have an office here, or, if an out-of-state contractor, its state must have a 
reciprocal agreement with Massachusetts 

• The purpose of the Federal Act is not just to create jobs, but to create jobs that will have a 
long-term benefit to the economy and to include all citizens, including the long-term 
unemployed and otherwise disadvantaged populations. Additionally, an apprentice training 
requirement is an essential program to meet these objectives. There are thousands of 
unemployed apprentices who are ready, willing, and able to work. 

• Apprenticeship program requirements cannot interfere with the objectives of starting projects 
quickly and making projects available to a diverse job-seeking population. 
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• in recognition of these benefits, of apprentice training, and mindful of the concerns, a Labor 
Working Group from the Procurement Task Force, comprised of representatives from non- 
union and union contractors associations, the building trades union, and state and local 
governments that procure public works projects, reached the following consensus on an 
apprentice training requirement for public works projects under the Federal Act, where the 
amount of construction costs under any contract awarded is likely to exceed $1 million: 

• The specifications set forth in the Request for Reponses shall require that, on a per project 
basis, no less than twenty percent (20%) of the total hours of employees receiving an hourly 
wage who are directly employed on the site of the project, employed by the contractor or any 
subcontractor, and subject to the prevailing wage, shall be performed by apprentices in a 
bona fide apprentice training program, as defined by M.G.L. c. 23. sections 11H & 111 that is 
approved by the Division of Apprentice Training of the Department of Labor & Workforce 
Development of the Commonwealth. 

- The Procurement Task Force recognizes that this proposal may pose challenges for the filed 
sub-bid requirements of Section 44F of Chapter 149 of the General Laws, and that additional 
steps may be necessary to reconcile the proposal with those requirements. 

• During the performance of the contract, the contractor shall submit periodic reports to the 
awarding authority with records indicating the total hours worked by all journeymen and 
apprentices in positions subject to the apprentice requirement. In any instance in which the 
apprentice hours do not constitute twenty percent of the total hours of employees subject to 
the apprentice requirement, the contractor shall submit a plan to the awarding authority 
describing how the contractor shall comply with the apprentice requirement. 

• An awarding authority or a contractor may adjust these requirements if the Economic 
Stimulus Alternative Procurement Board determines that, despite a good faith effort, and due 
to unavoidable circumstances, such as a demonstrated lack of apprentices in a specific 
geographic area, compliance with these requirements is not feasible. 

• Providing additional financial resources are available, the DIvisioh of Apprentice Training 
shall enhance its outreach efforts to underserved populations to increase and diversify the 
number of apprentices in the Commonwealth. 

D. Enhance contractor capacity and aid in the inclusion of M/W/DBE contractors. 

• Access to credit / working capital: enhance capitalization of quasi-governmental agencies, 
such as the Massachusetts Community Development Finance Corporation (CDFC), to 
provide greater access to capital on the part of M/W/DBEs 

• Contract Size: Given the timing of the Federal Act, there may be a desire to “bundle" 
contracts to create economies of scale that address efficiency concerns. However, 
“unbundling" contracts into smaller contractual elements is a sure way to encourage 
participation by small and M/W/DBE firms in a race and gender neutral manner. State 
agencies and the quasi-governmental corporations are encouraged to strike a balance 
between goals of efficiency and objectives of inclusion. 

• On-Going Provision of Education and Training, Technical Assistance and Capacity Building 
Services—identify a funding source that can be brought forward and maintained in support of 
the provision of education and training, technical assistance, and capacity building services. 

• Prompt Payment: since contractors tend to operate on very thin cash flows the Task Force 
recommends applying either the Operational Services Division prompt payment mechanism 
as used for paying vendors for the delivery of goods and services or federal prompt payment 
mechanisms to all contracts for projects funded under the Federal Act. 

• Regional Contracting: public agencies, when pursuing projects across regions should seek to 
be as inclusive as possible of regional business entities, both small and M/W/DBE firms. 
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• Contract Compliance: Each state agency must be ready, willing and able to devote the 
reguisite resources to ensure M/W/DBE and other contract compliance on public contracts. 

• State agencies and authorities have M/WBE inclusion policies, DBE inclusion policies or 
both. Each state agency should apply its policy to the projects undertaken as part of the 
Federal Act. 

• In doing so, each agency should ensure that it maintains adherence to the parameters that 
led to the adoption of their policy as well as federal court rulings regarding the application of 
race and gender conscious approaches regarding the use of M/WBE and/or DBE firms. 

• All state agencies have “good faith effort" waiver language that allows for a lower utilization 
goal. Each public agency should adopt clear guidelines, which are applied uniformly, before 
issuing a waiver (see MBTA guidelines. Appendix 4 - Procurement). 

• To ensure accuracy, transparency and accountability, contract compliance should be audited 
on a periodic basis. This audit function should include auditing the use of good faith waivers. 
This audit function should rest with both the state agencies and the Federal Economic 
Recovery Program Director. 

• The Commonwealth should be allowed to adopt state M/WBE requirements when either (a) 
federal law and/or regulations are silent with respect to its own DBE requirements or (b) the 
state can demonstrate that the application of state M/WBE requirements will lead to greater 
access and opportunities for minority and women business enterprise participation. 

• Where possible, race and gender neutral approaches to contracting, should be adopted to 
increase the level of participation of such firms. 

• The Federal Economic Recovery Program Director should have responsibility for maintaining 
and reinforcing the principles and conceptual framework for access and opportunity. This 
framework should be embodied in proactive actions as well as in reporting and compliance 
functions 

Generally Applicable Recommended Improvements to Construction Processes. The 
Procurement Task Force recommends the followring generally applicable improvements to 
procurement processes tor construction where related existing provisions apply in order to simplify, 
accelerate or otherwise improve those processes for projects funded under the Federal Act. 

A. Update threshold criteria In statutory and administrative policies as follows: 

• Allow design for maintenance/repair projects under a specified dollar threshold to proceed 
before funds are in place. 

• Increase threshold for House Doctor Contracts to $2.5 million aggregate fees for DCAM and 
as approved by the Designer Selection Board (DSB) and on a case by case basis for other 
public awarding authorities under the jurisdiction of the DSB. House Doctor Contracts 
typically involve multiple contracts to perform various engineering studies and design 
services up to a threshold for multiple agencies or facilities. 

B. Recognize that payment and performance bonding requirements provide certain financial 
protections to the Commonwealth but also may limit the number and diversity of bidders 
due to bonding capacity constraints and requirements. Payment bonds guarantee 
payment to subcontractors and laborers in the event the general contractor defaults. 
Performance bonds guarantee faithful performance of the contract by the vendor bonded 
(general contractor and/or subcontractors). These bonds are often issued together and 
typically are provided to the contracting authority prior to contract execution. 
Recommendations include: 
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• Increase the thresholds of projects requiring payment bonds from $2,000 and $5,000 to 
$25,000. 

• Reinforce that there is discretion with respect to requiring 50% versus 100% payment bond 
on contracts less than $100,000. 

• Reinforce that there is discretion with respect to requiring a performance bond on contracts 
less than $100,000. 

• The state should capitalize a surety bond guarantee program and operate it through the 
Massachusetts Community Development Finance Corporation (“CDFC"). 

• Use the provision (recommended above) of on-going education and training, technical 
assistance and capacity building services to assist firms in their efforts to become bondable 
absent the bond guarantee program. 

C. Improve bid advertising information made available to the contracting community while 

reducing turnaround time. Specifically: 

• Eliminate existing advertising requirements in local newspapers; instead use direct email, 
websites and monthly ads in local papers directing persons to a centralized Federal website. 

• All public awarding authorities should publish a list of projects on COMM-PASS or other 
centralized website so contractors can plan; use this centralized data base to coordinate bid 
opening dates on large projects. 

• Reduce the required advertising time in the Central Register to one week and allow COMM- 
PASS and other on-line advertising to start the clock for the required advertising period when 
notice is provided. 

D. Decrease elapsed time from bid to “shovel in the ground” by enhancing processes that 

relate to the following contractor procurement processes: 

• Work with the Attorney General's Office to develop an accelerated bid protest process for 
projects funded under the Federal Act to ensure that bid disputes are filed and resolved 
promptly. 

• Create performance-based specifications and standardized designs. This would allow for an 
easier bid process for less specialized items. Allow design for maintenance/repair projects 
under a specified dollar threshold to proceed before funds are in place. 

• Enable the use of electronic signatures for internal approvals within state agencies and 
authorities. 

• Every state agency and authority should outline the actual steps between bid advertising and 
issuing a “Notice To Proceed” and assess the process to determine if a more efficient internal 
process can be developed. 

• Explore on-line bidding at state agencies and authorities where possible and not in conflict 
with public bid opening requirements. 

• Where a public awarding authority is governed by a statutorily established board (i.e., 
MassPort, MSBA, MBTA, MTA, etc.) develop procedures to reduce or eliminate delays 
caused by the need to wait for board approval of contract award in instances where the board 
meets once a month. This may include scheduling special meetings for boards for the 
purpose of approving projects funded under the Federal Act or obtaining the EOT Secretary’s 
signature on contracts at the time the board approves the contract. 

• Mistakes in the procurement process, usually due to inexperience, can result in delays and 
protests. In order to mitigate these risks, create a program to further educate awarding 
authorities, contractors and subcontractors about procurement procedures. This would 
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provide education about any expedited procurement process implemented during the 
Economic Stimulus Program. 

• Each agency should include standard provisions in contract for projects funded under the 
Federal Act that impose contract execution, NTP and commencement of work deadlines. 

Recommended Improvements to Specific Procurement Processes. The Procurement Task 
Force Recommends the following additional improvements to the procurement processes for specific 
types of projects. 

Vertical Construction 

• Revise advertising and bidding requirements for smaller projects. 

- For projects less than $10,000, allow the use of sound business practices. 

- For project between $10,000 and $50,000 require three written quotes and award to lowest 
responsible bidder but relieve awarding authorities from public advertising requirements. 

- For projects between $50,000 and $100,000 require agencies to use sealed bid process 
under M.G.L,c.30,s. 39M procedures. 

• Where only 1 or perhaps 2 sub-bids are received for a particular filed sub-bid trade and such 
sub-bids are significantly above the estimate, allow awarding authorities to reject the sub-bids 
and re-solicit bids once and if in the second round of bidding they still only receive 1 or 2 sub- 
bids and those bids are still significantly above the estimate, the awarding authority may 
assign the work to the general contractor, providing the awarding authority confirms that their 
estimate is accurate and the sub-bid prices are in fact unreasonably high. 

• Increase designer selection law threshold from current thresholds applying to projects where 
the estimated construction cost is greater than $100,000 or projects where the architect fee is 
greater than $1 0,000 to projects where the estimated construction cost is greater than 
$250,000 or the architect fee is greater than $25,000. 

• Update the Division of Capital Asset Management’s (DCAM) current delegation authority: 

- Raise the current delegation threshold floor from $1 00,000 to $250,000. 

- Raise ceiling of delegation threshold from $1 million to $2 million. 

• Streamline the designer selection process by eliminating the requirement for a formal study 
phase (and certification) and incorporating the programming function more efficiently into the 
continuum of the design process. This will allow for a more integrated study and 
programming and would expedite the transition into the design process (see Appendix 4 - 
Procurement). 

• Streamline the designer selection process by having the Designer Selection Board (DSB) 
simultaneously approve selection of a design firm for study and final design. This will 
eliminate the time required for separate presentations to the DSB and approval by the DSB 
where the Agency is satisfied with the study designer (see Appendix 4 - Procurement). 

• For Construction Manager (CM) at Risk projects (M.G.L. c. 149A) undertaken by DCAM — 
establish a procurement process which allows DCAM to prequality construction manager 
firms and create an annual list of such prequalified construction manager firms in lieu of the 
current requirement to prequalify construction manager firms on a project by project basis. 
DCAM would then invite all prequalified construction manager firms to submit a proposal for 
specific projects from the list of prequalified construction manager firms. This would save 
time, costs and the administrative burden of conducting multiple simultaneous RFQs for 
individual projects and allow DCAM to expedite the initiation of CM at Risk projects (see 
Appendix 4 - Procurement). 

• For CM at Risk projects (M.G.L. c. 149A) undertaken by other public awarding authorities, 
allow public awarding authorities (who have been approved to use the CM at Risk delivery 
method by the Office of Inspector General in accordance with the requirements of c. 149A) to 
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use DCAM's annual list of prequalified Construction Management firms in lieu of the current 
requirement to prequalify construction manager firms on a project by project basis. Such 
awarding authorities would then be allowed to invite all prequalified construction manager 
firms to submit a proposal for their specific project. This would save time, costs and the 
administrative burden of conducting multiple simultaneous RFQs for individual projects and 
allow public awarding authorities to expedite the initiation of CM at Risk projects (see 
Appendix 4 - Procurement). 

• For projects procured under M.G.L. c. 149 with an estimated construction cost of $10 million 
or more and subject to the mandatory prequalification of general contractors and 
subcontractors (M.G.L. c. 149, §§ 44 DM and 44D%) recommendation is to streamline the 
mandatory prequalification process by providing an option to awarding authorities to utilize a 
“Condensed Prequalification Process" that allows certain of the statutory prequalification 
criteria to be evaluated by review of the DCAM Certification files, providing that the 
prequalification committee for such public awarding authority certify that such review has 
been undertaken (see Appendix 4 - Procurement). 

• Allow for increased incentive payments to construction managers in special circumstances. 

• For energy service projects authorized under M.G.L. c. 25A allow DCAM to establish an 
annual list of prequalified Energy Service Companies (ESCOs) from which public awarding 
authorities undertaking energy services projects may solicit a minimum of three (3) proposals 
for each project (see Appendix 4 - Procurement). 

Horizontal Construction 


The Procurement Task Force is making a number of recommendations for which there was 
consensus among Task Force members. One recommendation received general collective support 
but concerns were raised regarding whether acceptable contractual language could be developed 
quickly enough to meet the time frames identified for action under the Federal Act. 

Consensus Recommendations 

• Allow A+B Bidding for horizontal construction projects to enable agencies to take completion 
time into account in the selection process. Selection criteria and processes must be clear, 
objective and transparent; time requirements need to be imposed on awarding agencies to 
ensure timely decisions so as not to impede a contractor’s work progress. 

• Expand use of incentives/disincentives to achieve completion dates. 

• Allow agencies and authorities that already receive federal funds to continue to follow those 
procurement practices already in place that save time. 

• Use Task Order Contracts for both design and construction, on a Time and Materials basis, 
to begin construction in phases on small and medium sized horizontal construction projects. 

• On appropriate projects, use "Rapid Award" process (similar to that used by MassPort in 
certain Homeland Security Contracts): prequalify bidders, require bidders to submit bonds at 
time of bids, open, award and NTP in one day, with work to begin immediately. 

• To the extent practicable, formally advertise Federal Act projects when all project documents 
(plans, specs, etc.) are ready for bid. Respond to contractors' questions in a timely fashion to 
allow contractor community to be prepared to begin work as soon as possible. 

• Utilize standard specifications and plans, minimize the use of special provisions. 

• Share contract information such as type of project, estimated cost, location and projected 
time frame with third parties that can halt progress such as utilities, permitting and historical 
agencies. 

• Develop means for timely Alternative Dispute Resolution. 
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• Support agencies' hiring of additional qualified personnel to execute this initiative. 

• Additional funding for the agencies will be needed for administering, oversight and 
enforcement. 

Recommendation Without Full Consensus 

As noted above, one concept received general collective support but could not be adopted with full 
consensus. 

Use of “CM At Risk’’ Contracting: Agency subcommittee members see CM At Risk in horizontal 
construction as a means of bringing the contractor into the process before design is finalized, which 
may allow a project to qualify for Federal Act funds even if the design is not fully complete. It should 
also reduce problems regarding constructability of a project. It is currently authorized for vertical 
construction under Massachusetts law and is used in other states for horizontal construction. This 
prior experience should enable CM At Risk to be implemented on appropriate horizontal projects 
rapidly. 

The Construction industries of Massachusetts (‘CIM") was unable to endorse this recommendation 
due to concerns about possible contracting issues, including pricing and risk shifting. CIM noted that 
shifting risk to contractors may increase prices and narrow competition, and may affect contractors’ 
ability to obtain surety bonds. CIM believes that any alternative delivery procurement method must be 
view^ as a team/partnership between the owner and contractor. 

CIM is not adverse to the concept of CM. As an alternative, CIM has suggested CM with a negotiated 
fee. Also, CIM believes it is critical to ensure the awarding authority has the expertise and 
experienced personnel in place to effectively oversee & procure a CM job. It also feels a clear, 
objective prequalification process must be established specifically for each contract. 

Goods and Services. Information Technology and Equipment 

Several enhancements to the IT Procurement process can be implemented for projects within the 
Federal Act to maximize the number of IT projects that qualify for the timing provisions within the Act, 
specifically: 

• All IT vendors submitting bids on projects funded under the Federal Act must file their bids 
online and file their paperwork electronically on Comm-PASS (to be followed up by paper 
copies). Under current OSD processes, SOMWBA certified business, among others, may 
apply for a hardship exemption from this requirement, 

• Create Procurement Speed Teams (PSTs) which include OSD, ITD and subject matter 
experts. Supplement PSTs with contract resources, but exhibit caution with respect to 
business conflicts. 

• For municipal IT and non IT equipment: use Comm-Pass instead of print ads; use sound 
business practices under $10,000 and increase solicitation of three written quotes to 
procurements between $10,000 and $25,000 

• If Federal Act spending focuses on specific areas of non-IT equipment, the Work Group can 
assemble Equipment Speed Teams if necessary. 

• Maintain current internal controls and procurement processes where possible and attempt to 
maintain uniform procurement system when possible 

• Create template RFQs and RFRs for IT procurements. OSD and ITD will provide training to 
state agencies and vendors on howto use the anticipated template RFQ/RFR and PST 
procurement methods as well as the web based procurement tools. 
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• OSD will research the creation of a central location on Comm-PASS for information about 
future and current Federal Act procurements, or the use of subcategory tagging to easily 
identify Federal Act projects to users, in either case to enable IT vendors to plan their bidding 
strategically. Within six (6) months the Comm-PASS “QuickQuote" system will be available to 
agencies, and can be used to speed procurements. 

• Use of statewide contracts speeds procurements by avoiding the full blown RFR process. If it 
appears that the number of contractors on ITS33 (solutions provider and technical specialist 
categories) is too small, or that the contractors currently on the contract lack the requisite 
expertise to complete the type of projects contemplated for Federal Act funding, the IT/non IT 
Equipment Work Group will reconvene and discuss ways of temporarily opening ITS33 to a 
larger group of contractors. 

6. Actions Needed 

The recommendations in this report can be broadly categorized as ‘administrative" changes and 
“statutory” changes. 

Administrative changes need to be made by each agency or authority. In many cases the extent of 
change will vary by organization for the same recommendation. Therefore, the Procurement Task 
Force recommends that each relevant agency or authority develop and report to the Governor’s 
designees their own implementation plan for administrative changes necessary to implement these 
recommendations. 

Many of the recommendations require changes to the Massachusetts General Law. As indicated 
above, this report provides recommendations on changes to the procurement process and laws, but 
does not provide detailed recommendations on specific language. Therefore, the Procurement Task 
Force recommends that public awarding authorities work together to draft the necessary legislative 
changes. 


I Recommendation Category 

I 

I 

Key Steps 

Create an Economic Stimulus 
Alternate Procurement Board 

• Draft necessary legislation. 

Improve bid advertising 
information 

• Draft proposed legislation: widely publicize Federal website; 
collect e-mail addresses of contractors and subcontractors 
for direct communication. 

• Take final Federal Act project list and place on each 
agency's website. 

Standardize Contract Provisions 

• Once legislation is drafted for final recommendations of this 
Task Force, contracting agencies and authorities should 
jointly develop whatever modifications are necessary to 
existing contracts. 

Decrease elapsed time from bid to 
“shovel in the ground" by 
enhancing the following contractor 
and subcontractor selection and 
approval process 

• Add dedicated staff and deadlines to AG's office for bid 
protests. 

• Deveiop performance based specifications where possible. 

• Each agency should outline their process and collaborate 
over ways to eliminate steps and/or reduce time for each 
step between bid advertising and NTP. 

• Explore on line bidding were possible (and address 
legislative issues if necessary). 

• Schedule special board meetings to approve Federal Act 
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Recommendation Category 

Key Stops 


projects. 

• Preapproved Economic Stimulus projects as a group. 

• Obtain Secretary approval, if applicable, at time of Board 
vote. 

• IG to explore development of mandatory training model for 
awarding authorities In order to benefit from stimulus funds. 

Apprenticeship 

• Draft necessary legislation and modify bid advertising and 
contract documents as necessary. 

Decrease elapsed time from bid to 
"shovel in the ground" by 
enhancing processes that relate to 
the following contractor 
procurement processes 

• Draft necessary legislation to enable changes as 
appropriate. 

Address payment and 
performance bonding thresholds 

• Utilize discretion in payment and performance bonding as 
noted and draft legislation to increase thresholds. 

Update threshold criteria in 
statutory and administrative 
policies 

• Draft legislatbn to enable recommended thresholds. 

Vertical Construction 
Recommendations 

• Draft necessary legislation to enable changes as 
appropriate. 

Horizontal Construction 
Recommendations 

• Draft necessary legislation to enable changes as 
appropriate. 

Goods and Services, Information 
Technology and Equipment 

• Draft necessary legislation to enable changes as 
appropriate. 


All of these legislative changes are recommended to be applicable only to projects funded under the 
Federal Act and the legislation should contain appropriate limiting and sunset language to make this 
clear. The Procurement Task Force plans to reconvene within 6-12 months to review the public 
agencies experience under the modified procurement laws to determine whether any such changes 
should be made permanent. 
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Workforce Task Force 

1. Introduction 

The Executive Office of Labor and Workforce Development (EOLWD) has been tasked by the 
Governor with planning to mobilize both the state and the private workforce, including strategies to 
accelerate hiring and inclusion of underrepresented communities in preparation for federal funding 
under the anticipated Federal Act. The Workforce Task Force includes members of EOLWD who are 
working on workforce readiness planning along with members of other government agencies, labor, 
business, and civic actors to discuss ways to ensure timely provision of workforce responses to the 
seven Project Delivery Task Forces. The Workforce Task Force is one of three cross-cutting task 
forces (Permitting and Procurement are the other hro) that aim to support all the areas of potential 
Federal Act investment. 

The Task Force met five times between December 23, 2008 and January 20, 2009. Additional 
meetings are anticipated over the next several months. Several working groups have been 
established and will meet to propose detailed recommendations and implementation plans. 

The work of the Task Force has been complicated by a lack of information of how much federal 
workforce training dollars will be available and how flexibly they can be spent. Since the beginning of 
December of 2008, EOLWD has been engaged with the Governor's Office in Washington, D.C, to 
propose language to Congress that will allow the Commonwealth enough discretionary money to 
adequately implement needed statewide initiatives and for movement around the state to address 
regional urgencies that the current allotment formulas do not allow. 

A number of state agencies have actively participated in the Task Force, including the EOLWD, 
Housing and Economic Development (HED), Administration and Finance (ANF), and the Department 
of Labor (DOL). Workforce Development (DWD) and the Human Resources Division (HRD) have 
actively participated as well. Workforce agencies, both public and private, include the Massachusetts 
Workforce Investment Board, several Career Centers workforce investment boards (WIBs), and the 
Massachusetts Workforce Board Association. There were also representatives from Labor and the 
Constructions industry. 

The Workforce Task Force is committed to ensuring that Massachusetts residents who are 
unemployed are put back to work on Federal Act projects. Additionally, the Task Force supports the 
Governor’s call for using this historic occasion to extend employment opportunities to chronically 
under- and unemployed communities and populations. By using the opportunities provided the 
Commonwealth in the economic recovery funding, we can hire and train new workers as well as get 
our unemployed off the bench and back to work. 

2. Members 





Bump, Suzanne (Chair) 

Secretary 

EOLWD 

Anderson, Don 

Career Center Director 

Workforce Central Career Centers 

Bower, Bob 

Political Director 

Massachusetts AFL-CIO 

Corr, Jane 

Chief of Staff 

EOEEA 

Correia, Tamika 

Executive Director 

Massachusetts Workforce 

Investment Board 

D'Angelo, Mark 

Director 

Office of Employee Relations, 

Human Resource Division 
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Name 

Title 

Agency 1 Organization 

Finfer, Lewis 

Executive Director 

Massachusetts Communities Action 
Network 

Gillis, Don 

Executive Director 

Massachusetts Workforce Board 
Association 

Gunning, Thomas 

Executive Director 

Building Trades Employers 

Association 

James, Jennifer 

Undersecretary of Workforce 
Development 

EOLWD 

Kelleher, Hugh 

Executive Director 

Plumbing, Heating & Cooling 
Contractors Association of Greater 
Boston 


Assistant Director of 

Employee Relations 

Human Resources Division 


CEO 

Associated Subcontractors of 
Massachusetts 

Marlow, Ron 

Assistant Secretary 

EOA&F 

Marra, John 

General Counsel 

Human Resources Division 

McGee, Thomas M, 

State Senator 

3rd Essex and Middlesex District 

Mooney, Bill 

Training Director 

International Union of Operating 
Engineers Local 4, Joint 
Apprenticeship Training Council 

Nakajima, Eric 

Senior Policy Advisor 

EOHED 

Noel, George 

Director 

Department of Labor 

O’Malley, Bernadette 

Chief of Staff 

EOLWD 

Sards, Mary 

Executive Director 

North Shore Workforce Investment 
Board 

Scibak, John W. 

State Representative 

2nd Hampshire District 

Selesnick, Judy 

Executive Director 

Workforce Investment Association of 
Massachusetts 

Smith, Robb 

Director of Policy and 

Planning 

EOLWD 

Snyder, Nancy 

President 

Commonwealth Corporation 

Taylor, Michael 

Director 

Department of Workforce 

Development 

Vogel, Mary 

Executive Director 

The Construction Institute 

Wallace, David 

Director 

Division of Apprentice Training, 
Department of Workforce 

Development 

Wright, Ellen 

Director of Human Resources 

Information Technology Division 
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3. Task Force Findings and Recommendations 

There are three areas of concern for the Workforce Task Force: (1 ) Labor Demand; (2) Labor Supply; 
(3) Labor Policies and Standards; and (4) Public Workforce Hiring. Labor Demand relates to the need 
for workers and training. Labor Supply refers to the available labor pool, both those individuals skilled 
and ready to work and those needing some degree of training. Labor Policies and Standards refer to 
the mechanisms we need to put into place to accomplish the Governor's workforce priorities. Public 
Workforce Hiring refers to the hiring of various public workforce needs. 

It is important to note that the work of the Workforce Task Force is far from over. Four Working 
Groups have been created to address the four main areas of concern in which issues still need to be 
resolved and specific details and procedures need to be articulated: Labor; Statewide Training; DWD 
Operations; and Public Workforce Staffing. These Working Groups will be meeting over the next 
several weeks to complete the specific recommendations, procedures, and other details still 
unresolved. Once these Working Groups complete their work, we anticipate that they will transition 
into implementation oversight committees, such as Monitoring & Tracking of data and outcomes and 
Outreach & Recruitment of chronically under- and unemployed workers. The descriptions of the 
Working Groups are laid out below in the “Actions Needed” section. 

Labor Demand 

1.A. Labor Demand Findings 

The Commonwealth Corporation began researching the labor demand for potentially-targeted 
industries shortly before the economic recovery task forces were formally created by the Governor. 
Their staff conducted interviews with industry leaders in four of the five targeted industries as well as 
potential training providers in the five primary sectors that are being discussed as targeted for 
stimulus funding; Infrastructure Projects, School Building Construction, Electronic Medical Records, 
Energy Efficiency, and Broadband Access. 

For each industry sector identified in the Federal Act, they asked four questions (for a full list of the 
questions and the answers received, please see Appendix 6 - Workforce). 

1 ) If Federal Act money becomes available for this industry what will be your initial/short-term 
workforce needs? 

2) Is there a ready supply of workers or are there specific areas in which you anticipate shortages? 

3) Kinds of occupations and skills needed, including certification and licenses? 

4) Are there existing training vendors who you hire from or use to upgrade skills? 

For four of the five industry sectors discussed as targets of the Federal Act - infrastructure, school 
building improvements, energy efficiency of public buildings and broadband access- a significant 
share of the demand is going to be in the construction trades. As we narrow down the potential 
projects we will need to project demand by trade or occupation by region across all of the Federal Act 
projects in order to develop a comprehensive picture of workforce needs. 

The two occupational areas in which there may be shortages in the short-term include energy 
efficiency contractors to do installation and in the information technology field to implement stimulus 
projects in electronic medical records. In the area of electronic medical records, the demand is for 
more high-end programmers, sales and technical support staff and trainers. The strong tendency is to 
hire people with experience. There is evidence of a downturn in the technology area in the economy. 

In the area of construction, as we are able to project potential shortages over the two-year period 
covered by the Federal Act with more precision by trade and by region, the Commonwealth should 
invest in Pre-Apprenticeship programs that reach out to unemployed and underemployed 
communities to provide the basic skills and knowledge necessary to be accepted into an 
apprenticeship program. 
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For each of the occupational areas in which there are projected shortages, developing an 
apprenticeship program is a proven vehicle for ensuring on the job training opportunities and 
classroom training for the mastery of skills necessary to earn the credentials, licenses, skills and 
experience. Particularly in fields that value experience and applied knowledge, apprenticeship is an 
effective vehicle to transition career changers and new workers into construction, energy efficiency or 
information technology. 

There were a few themes that seemed to emerge consistently: 

• In terms of school buildings, infrastructure, energy efficiency and even broadband access, 
much of the demand is going to be in the construction trades. 

• Until there is some certainty the actual projects and can estimate demand it is difficult to 
know if we need to train large numbers of new workers in the building trades. There is 
significant unemployment among construction workers given the nature of this economic 
downturn, so it is possible that at least in the short-term we may be able to meet the demand 
for workers through putting unemployed construction workers back to work. In the energy 
efficiency field, some training may be needed to prepare skilled trades people with new skills 
to install new technologies. 

• As more accuracy in estimates for additional workers is provided, will need to move quickly to 
create a pipeline in the trades. It seems that apprenticeship programs, vocational technical 
schools and other union-sponsored programs are willing and able to move quickly to expand 
their training programs. 

• There may also be opportunities to use some of the youth employment money to support 
young people in training for building trades jobs either through formal apprenticeship training 
or opening up the vocational technical schools in the Summer of 2009 to provide intensive 
training with some on-the-job elements that prepare them for apprenticeship programs or less 
skilled trades jobs in open shop construction sites in the Fall and Winter of 2009. 

• In the area of electronic medical records, the demand is for more high-end programmers, 
sales and technical support staff and trainers. The strong tendency is to hire people with 
experience. This may also present an opportunity to do some retraining specific to the health 
field for technical workers who have been or may be laid off in the financial services field. We 
need to be able to reach out quickly to workers who have been laid off with these skill sets to 
provide some training in the health field to meet new demand. We may need to turn to 
community colleges, continuing education departments of four-year colleges or proprietary 
schools to be able to respond quickly to specific occupational demand with a modular and 
customized training for IT and sales professionals from other industry sectors that is open 
entry/open exit. 

1.B. Labor Demand Recommendations 
Addressing Statewide Training and Hiring Needs 

• Energy Efficiency Training Program : In the area of energy efficiency there are two 
approaches to preparing a workforce (in either case the training should be done through a 
partnership with two or more employers to ensure hiring, appropriate curriculum, and on the 
job training opportunities): 

- Upgrade the skills of seasoned trades workers (such as electricians and plumbers) to install 
energy efficiency products, technologies through apprenticeship programs or vocational 
technical schools/community colleges. 

- Prepare workers new to the energy efficiency field to install technologies that do not require 
licenses or high level skills (i.e. installing insulation) through vocational technical schools, 
community colleges or community-based organizations. 
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• Energy Efficiency Retraining Program: This may also present an opportunity to do some 
retraining for workers who haye been or may be laid off in the financial services field. We 
need to be able to reach out quickly to workers who have been laid off with these skill sets to 
provide some training to meet new demand. We may need to turn to community colleges, 
continuing education departments of four-year colleges or proprietary schools to be able to 
respond quickly to specific occupational demand with a modular and customized training for 
professionals from other industry sectors that is open entry/open exit. 

• Hiring Through Career Centers : Businesses receiving contacts to perform public works or 
related projects will have a goal to hire a significant percentage of the employees to work on 
such projects from the unemployed labor pool through the local One Stop Career Centers. 
The unemployed candidates would be screened, trained and processed by the One Stop 
Career Centers and hired by the successful contractors on the public works and related 
projects. 

Labor Supply 

2.A. Labor Supply Findings 

In order to respond to the Governor’s calls for (1) ensuring that projects are “shovel-ready’ within the 
180-day “use it or lose it” period and (2) getting unemployed workers back to work as soon as 
possible, our first "labor supply" task was to determine how many Massachusetts residents are 
unemployed and in what occupations were they last employed. Although the numbers of actually 
unemployed persons in Massachusetts is larger than the universe of those collecting unemployment 
benefits, it is the latter population for whom we have data. The Task Force concluded that the most 
important data that is needed for matching the unemployed to new jobs are occupation and 
residence. The Department of Workforce Development (DWD) has information on unemployment 
claimants that will allow us to know how many persons are unemployed in a given occupation (down 
to the 6-digit Standard Ocoupational Code [SOCJ) for eaoh of our sixteen workforoe investment areas, 

DWD Is working to change the normal monthly 2-digit SOC reporting on unemployment claimants to a 
6-digit reporting, so that it has a more exact tool for the Career Centers to use for job matching. The 
Task Force envisions that this tool can be overlaid onto a map of economic recovery projects to 
match specific occupational demand with supply. Below Is a list of frequently identified job types from 
the project delivery task forces. 


Job Type 

% Un- 
employment 

# of Un- 
employed 

Region of Highest Incidence 

Management Occupations (11) 

11.1% 

17,454 

Metro SW 

Project Estimator (13-1051) 


115 

Metro SW, Bristol 

Computer Software Engineers, 
Applications 


959 

Metro SW, Metro North, Lower 
Merrimack 

Computer Software Engineers, 
Systems Software 


328 

Metro SW, Metro North, Lower 
Merrimack 

Architecture & Engineering 

2.1% 

3,349 

Metro SW, Metro North, Lower 
Merrimack, Bristol 

Electrical 


236 

Metro SW, Metro North, Lower 
Merrimack, South Coastal 

Civil 


96 

Metro SW, Metro North, Lower 
Merrimack 

Office & Admin Support 

14.9% 

23,452 

Boston, Bristol, Metro North 
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Job Type 

% Un- 
employment 

# of Un- 
employed 

Region of Highest Incidence 

Construction & Extraction 

16.9% 

26,682 

Bristol, South Coastal, Lower 
Merrimack 

Hampden 

Construction Laborers 


8,563 

Bristol, New Bedford 

Operating Engineers & Other 
Construction Equipment 

Operators 


1,203 

Bristol, Lower Merrimack 

Electrician 


2,037 

South Coastal, Lower 

Merrimack, Brockton, Bristol, 
Boston 

Plumbers 


1,691 

Lower Merrimack, South 

Coastal 

Roofers 


587 

Hampton, Bristol 


The most recent data we have on unemployment from December, 2008, shows nearly 27,000 
construction workers collecting unemployment benefits. Using the Project Delivery Task Force job 
estimation methodology, we can expect about 14,000 jobs per billion dollars of horizontal construction 
and 9,000 jobs per billion dollars of vertical construction Given the high level of unemployment in the 
construction trades, at this point in time it appears that the immediate (180-day) demand for skilled 
trades can completely or largely be met by unemployed construction workers. 

Given the need to analyze and act on demand and supply data to address potential shortages by 
trade and by region, EOLWD needs to act as the clearinghouse and broker to maintain and report on 
the demand and supply data by region across all of the stimulus projects in the Commonwealth. 

Our next “labor supply" task is look ahead to preparing workers over the two-year timeframe of the 
economic recovery program. It is in this time-frame that we may be able to best address the needs of 
those individuals who are chronically under- and unemployed. (We can address some of this need 
through apprentice training programs within the 180-day period. However, a large number of these 
individuals are not qualified to enter apprentice training programs and remedial education and other 
training is necessary.) The Task Force identified needs for investment in adult literacy,(Graduation 
Equivalency Degree (GED) and English for Speakers of Other Languages (ESOL) programs. The 
Commonwealth should consider investing any new training funds in computer-based literacy and 
ESOL that could be provided at career centers, public libraries and other community settings. 
Volunteers through the Commonwealth Corps or other community service programs could provide 
tutoring to support and enhance computer-based programs. 

If there are additional funds through the Workforce Investment Act for training dislocated workers, the 
Commonwealth should consider investing those resources Into training programs that integrate basic 
skills, GED preparation, pre-college and ESOL with occupational skills training for direct and indirect 
jobs that are created through the Federal Act. Any new training programs should be required to 
accelerate, integrate and intensify learning to ensure that students complete the training and are able 
to attain employment in their field in as short a time period as possible. 

2.B. Labor Supply Recommendations 
Bolstering the Commonwealth’s Workforce System 

• EOLWD Clearinghouse: EOLWD will develop an efficient and effective system through career 
centers (and working with building trades hiring halls) to identify, contact and connect 
unemployed construction workers to hiring opportunities created through the Federal Act in a 
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timely manner. This will require having some ability to do matching of job postings with job 
seekers in the career centers and Ul claimant data base, having accurate contact and 
occupation information and having staff capadty to dedicate to this brokering function. 

• Regional Network: EOLWD will work with the 16 workforce investment boards to facilitate the 
collection and dissemination of emptoyment data to the regions. The boards will work with 
local apprentice training programs, labor unfons, community colleges, businesses, municipal 
leaders, and other stakeholders to ensure efficient and effective matching of job openings 
and training opportunities to under- and unemployed Massachusetts residents. 

• Network of Regional Apprentice Preparedness Programs (APPs) : A number of APPs should 
be developed across the state in partnership with the building trades training directors and 
apprenticeship programs to ensure that the curriculum reflects the entry requirements for the 
apprenticeship program and that there are actual apprenticeship opportunities upon 
completion of the Pre-Apprenticeship program. The Building Trades Apprenticeship Training 
Programs and the vocational technical schools have indicated a willingness and ability to 
move quickly to add apprentices in response to demand. 

• Basic Skills. GED. ESOL. and related programs : Continue to support and expand upon these 
programs, where resources are available. Many of these programs will receive additional 
funding in the Federal Act. 

• IT Needs : The Task Force wants to stress the importance of four IT projects that have been 
submitted through the IT Task Force by EOLWD, These projects are important to efficiently 
and effectively implementing our workforce capacity plan. 

- Workforce Development Application Upgrade and Data Warehouse 

- Network Infrastructure Upgrade 

- DWD Data Center Backup Replacement / Business Continuity Operations 

- Oracle Technology Upgrade Project 

• Expedited Public Workforce Staffing Plan : Establish an expedited and flexible hiring process 
to identify and hire appropriately skilled employees to help stimulate a broad based economic 
recovery through the Federal Act. Leverage the opportunity presented by the Federal Act 
program to achieve: 

- Increase diversity by establishing diversity goals for women, minorities and persons with 
disabilities consistent with federal census data on available workforce by job type. 

- Reach out and target chronically unemployed and underemployed citizens for job training 
apprenticeship opportunities. 

Our challenge will be to create the right balance of compliance and reporting requirements to insure 
transparency and accountability without jeopardizing the primary goal. One option to minimize 
duplicative and burdensome administrative oversight would be to establish one point of entry for all 
job applicants. This could streamline, standardize and quality control the applicant data at the time of 
application. While this option has many positives, it could prove time-consuming and complicated to 
implement across agencies, different branches of government and possibly even across 
municipalities. 

Labor Policies and Standards 

The Workforce Task Force was especially interested in the use of spprentice training programs to 
implement the Governor's economic recovery priorities. Apprenticeship is a career training program 
that combines paid on-the-job training with classroom instruction. Apprentice programs can be 
established by an Individual employer, a group of employers, or a labor union. Despite popular 
conception, apprentice training programs are not limited to building trades occupations. According to 
the Department of Apprentice T raining there are over 850 occupations that utilize apprentice training 
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programs throughout the country. There are over 400 employers that have registered apprentice 
programs, and several thousand employers who have apprentices through collective bargaining 
agreements with labor unions. Apprenticeship training is one of the best routes to the middle class, 
one of the most cost-efficient workforce development tools, and the most affordable option available 
to both workers and employers. 

Employers with registered apprentice programs are more likely to be Massachusetts employers. In 
order to have a registered apprentice program in the Commonwealth, an employer must have an 
office here, or, if an out-of-state contractor, its state must have a reciprocal agreement with 
Massachusetts. If the purpose of the Federal Act is not just to create jobs, but to create jobs that will 
have a long-term benefit to our economy and to include all citizens, the long-term unemployed and 
otherwise disadvantaged populations, an apprentice training requirement is essential. And there are 
thousands of unemployed apprentices who are ready, willing, and able to work. But such a 
requirement cannot interfere with the objectives of getting projects started quickly and making 
projects available to a wide population. 

In recognition of these benefits of apprentice training, and mindful of the concerns, a Labor Working 
Group from the Procurement Task Force, comprised of representatives from non-union and union 
contractors associations, the building trades unbn, and state and local governments that procure 
public works projects, reached the following consensus on an apprentice training requirement for 
public works projects under the Federal Act, where the amount of construction costs under any 
contract awarded is likely to exceed $1 million. The Workforce Task Force endorses this consensus: 

1) The specifications set forth in the Request for Reponses shall require that, on a per project basis, 
no less than twenty percent (20%) of the total hours of employees receiving an hourly wage who 
are directly employed on the site of the project, employed by the contractor or any subcontractor, 
and subject to the prevailing wage, shall be performed by apprentices in a bona fide apprentice 
training program, as defined by M.G.L, c. 23, sections 11H & 111 that is approved by the Division 
of Apprentice Training of the Department of Labor & Workforce Development of the 
Commonwealth. 

• The Labor Working Group recognizes that this proposal may pose challenges for the filed 
sub-bid requirements of Section 44F of Chapter 149 of the General Laws, and that additional 
steps may be necessary to reconcile the proposal with those requirements. 

• During the performance of the contract, the contractor shall submit periodic reports to the 
awarding authority with records indicating the total hours worked by all journeymen and 
apprentices in positions subject to the apprentice requirement. In any instance in which the 
apprentice hours do not constitute twenty percent of the total hours of employees subject to 
the apprentice requirement, the contractor shall submit a plan to the awarding authority 
describing how the contractor shall comply with the apprentice requirement. 

2) An awarding authority or a contractor may adjust these requirements if the assigned federal 
oversight body determines that, despite a good faith effort, and due to unavoidable 
circumstances, such as a demonstrated lack of apprentices in a specific geographic area, 
compliance with these requirements is not feasible. 

3) An awarding authority serving a low-income population may require additional specifications that 
address the needs of its clients, such as preferential hiring tor residents of public housing 
authorities for available apprenticeship positions. 

4) Providing additional financial resources are available, the Division of Apprentice T raining shall 
enhance its outreach efforts to underserved populations to increase and diversify the number of 
apprentices in the Commonwealth. 
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The Procurement Task Force takes no position on apprentice training programs for non-publicly bid 
construction projects because it is beyond the scope of their jurisdiction. The Workforce Task Force 
recommends the use of apprentice training programs in all occupations that can utilize them. To that 
end the Workforce Task Force Labor Working Group will be addressing ways to operationalize and 
implement this recommendation over the next few weeks. 

Among the other recommendations of the Task Force are: 

• Project Labor Agreements: The Task Force recommends that the Commonwealth require or 
encourage (depending on legality) the use of PLAs on large construction projects, which 
would additionally include hiring requirements, dedicated training money for a fund such as 
the Workforce Training Fund, and a process to link APPs with Apprentice Training Programs 
and building trades unions and contractors, 

• Staffing Needs for Division of Apprentice Training : To provide adequate support and service 
regarding the increased use of apprentice training programs, DAT has calculated that it will 
need, at a minimum, the following staff: 

- 2 Field Staff (total compensation of $120,000) 

- 1 Assistant (total compensation of $70,000) 

- 1 Office support (total compensation of $50,000) 

- Total staffing request is $240,000 

• Staffing Needs for Division of Occupational Safety : The infrastructure projects (building and 
transportation projects) associated with the Federal Act will all be subject to the 
Massachusetts prevailing wage law. The Division of Occupational Safety (DOS) administers 
that law (G.L. c. 149, §§ 26 and 27, ef. Seq). (Please see Appendix 4 - Procurement for 
relevant details on this law). 

A recent amendment to the law also requires awarding authorities to request, and DOS to furnish 
annual updates to the prevailing wage rate sheets. DOS issues an average of 750 prevailing wage 
rate sheets per month,® except during the months of March through June, when it issues between 900 
and 1 ,000 sheets per month due to increased procurement in advance of the construction season. 
During these busy months, DOS’s staff, which consists of one attorney and one administrative 
assistant. Is working at full capacity, and often delaying other work in order to keep up with the 
demand. In addition to issuing prevailing wage rate sheets upon request by the awarding authorities, 
DOS answers hundreds of telephone inquiries every month from procurement officers, contractors 
and others related to their obligations under the prevailing wage law. the proper classification of 
specific work on a project, etc. Additionally DOS issues official determinations of the proper 
classification of work on construction projects for prevailing wage purposes. 

Depending upon the number of projects ultimately funded through the stimulus, it is expected that 
there will be a significant increase in requests for prevailing wage rate sheets, in telephone inquiries 
and formal determination requests. The inquiries are likely to increase more dramatically because of 
the plan to delegate procurement authority to agencies that do not routinely procure public 
construction projects (see Section 4, Procurement Task Force Report). At current staffing levels DOS 
could not process the additional requests for prevailing wage rate sheets in a timely manner, which 
would result in delays to the procurement process as the rate sheets must be included in the bid 
documents. 


® Without the inclusion of annua] updates under the recent amertdment, the first of which wtl! be issued in August 2009. This 
amendment did not include any additional staff, and the impact on our ability to furnish prevailing wage rates in a timely manner is 
unknown at this time. 
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Further, the one attorney who handles all prevailing wage inquiries, in addition to his responsibilities 
for administering the minimum wage program, would be unable to provide timely advice to 
procurement officers and contractors who call with questions about their obligations, or the proper 
classification of work on a particular job, ’“Additionally, this attorney regularly participates in the 
Inspector General’s training program for procurement officers. The IG has indicated the intention to 
increase the number of training opportunities available in order to ensure that new or inexperienced 
procurement officers will understand their obligations. This will place an addition burden on the same 
one attorney. 

If DOS were unable to fulfill its responsibilities for administering prevailing wage rate sheets, providing 
guidance and making determinations in a timely manner, the result would be a delay in the 
procurement process. DOS has estimated that it will need one additional attorney and one additional 
administrative assistant to supplement our staff during the stimulus period to handle the increased 
volume. The estimated annual costs are as follows: 

• Counsel (total compensation of $51 ,000) 

• Administrative Assistant (total compensation of $36,000) 

• PC and Printer (total cost of $1 ,600) 

• Total staffing and equipment request is $88,600 

Public Workforce Hiring 

HRD/ANF ACTION PLAN for Internal Staffing: 

When an agency is impacted by the Federal Act. the Human Resources Division (HRD) along with 
the Executive Office for Administration and Finance (ANF) and the Office of Diversity and Equal 
Opportunity (ODEO) will work with the impacted agency to: 

1) Develop and support an expedited recruitment and staffing plan at the agency level. 

2) Establish a flexible mix of agency staffing options. 

3) Further streamline and delegate HRD internal controls to expedite the hiring process. 

11 HRD/ANF will immediately begin work with Agencies to prepare for resourcing Federal Act 
projects 

HRD and ANF will reach out and work with state agencies to: 

• Develop recruitment and outreach programs to staff potential projects (we will coordinate with 
DET and ELWD career centers). 

• Establish appropriate agency staffing levels to facilitate an expedited recruitment, selection 
and hiring process. 

• Identify appropriate diversity goals. 

• Develop streamlined and delegated internal hiring controls at the agency and Secretariat 
level. 

21 HRD/ANF will help agencies utilize a flexible staffing plan where appropriate: 


As one of the goals of the stimulus is to provide opportunities to small, minority and women-owned business who have not 
historically performed public vwnX, DOS anticipates that there wHI be an even greater demand for guidance from our staff as these 
contractors move through the process and work through issues related to vrhich rate applies. 
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Hiring regular employees: 

• By working with organized labor, the Commonwealth will pursue certain measures to 
establish more flexible hiring guidelines for employing regular state employees on time bound 
or temporary projects. In addition to potentially speeding up the hiring process and attracting 
a wider talent pool, allowing agencies to hire regular employees allows the Commonwealth to 
develop some “bench strength" to address our succession planning needs as the boomer 
generation retires, the economy improves and the demand for talent increases. 

Use of Post-retirees: 

• Agencies can also deploy post-retirees to 120-day appointments as part of their staffing. 
These post-retirees can bring many years of direct experience to a project and could 
dramatically reduce the training and ramp-up time for stimulus projects. Post-retirees are only 
available to work a finite amount of time based on retirement law, usually about half-time or 
full-time for six months. 

Use of Vendors/Consultants: 

• In some cases vendors can provide a ready source of both personnel and equipment to 
perform the required work. If vendors are known entities and have been pre-approved from a 
procurement standpoint, resources can be acquired quickly. However, it is important to note 
that if the vendor employees are performing bargaining unit work (work which is normally 
performed by union employees), issues may arise where the unions contest an illegal transfer 
of bargaining unit work. In these cases, it will be important to work closely with agencies to 
ensure that all applicable laws are followed. 

Use of Contract Employees: 

• The advantage of contract employees is that they can be hired quickly and let go at the 
conclusion of a project without impacting other agency operations through the bumping 
process. However, it is necessary to be careful to abide by existing collective bargaining 
obligations not to transfer bargaining unit work. There are occasions, however, where there is 
language specifying that the federal funds cannot be used to pay for regular state employees 
or that regular employees are not qualified for the specific work. HRD would lift all hiring 
control flags on relevant contract positions. 

3) HRD/ANF will streamline many internal hiring controls and Increase aoencv delegation and 
oversight for stimulus projects. 

In the event that an agency is impacted by a particular stipulation in the Federal Act, the HRD along 
with the ANF would meet with the agency(s) review their hiring proposal. As 95% of the time it takes 
to fill a position is controlled by the Secretariat and agency, HRD would work with and strongly 
encourage secretariats to streamline and delegate their hiring controls as well, in order to expedite 
the hiring process. Based on the agency’s business needs HRD and ANF would choose from the 
following options to expedite the hiring process. 

Hiring of Bargaining Unit Employees: 

• Classification - Delegated to agencies (current policy). 

• Compensation - HRD would allow for maximum flexibility that is allowed under the collective 
bargaining rules (most significantly HRD would allow agencies to hire above 15% increases 
without HRD approval, agencies would still base salary increases on the number of years of 
comparable service). 

• Posting process: 

- Agencies can waive the CEO posting process where they had a ready defined pool of 
qualified candidates. 
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- Postings could also be continuously posted in order to facilitate a steady stream of applicants 
for the jobs needing to be filled. 

- Gain agreement from unions to waive 10 day internal promotional requirements under current 
collective bargaining agreements. 

• Minimum Entrance Requirements (MER) - In cases where the MERS prove to inhibit 
effective recruitment, we will work to adjust them as necessary. The Chief Human Resources 
Officer would waive MER’s as needed on a case by case basis. 

Hiring of Managers: 

• Classification - Would be delegated to the agencies that have trained Hay evaluators subject 
to post audit by HRD. This would include benchmark titles as well agency heads and their 
direct reports. Questionable classifications would be class flagged by HRD but allowed to 
proceed in order to expedite the hiring process. For agencies who do not have trained 
evaluators, HRD would expedite approval of submissions within 24 to 48 hours. HRD could 
train agency evaluators as needed. 

• Compensation - HRD would continue to allow the application of comparable years of service 
for the purpose of quartile placement and the setting of salaries. Additionally, HRD would 
allow agencies to hire above 15% increase without HRD approval, assuming the years of 
comparable service 

• Posting process: 

- Agencies could waive the CEO posting process. 

- Postings could also be continuously posted in order to facilitate a steady stream of applicants 
for the jobs needing to be filled. 

• Minimum Entrance Requirements (MER) - The Chief Human Resources Officer would waive 
MER’s as needed on a case by case basis. 

• CORI Check - Will work with the Executive Office of Public Safety (EOPS) to expedite the 
Criminal Offender Record Information (CORI) check process where appropriate. 

4. Actions Needed 

Key Steps 

The Task Force has created several working groups that are charged with compiling a menu of 

specific recommendations to implement its policy recommendations. The working groups are: 

1 . Labor Working Group: This group will recommend specifics on the use of apprentice training 

programs in non-construction occupations (and construction occupations, it the issue is not 

already settled) and the feasibility of using PLAs to address hiring and training goals as well the 

timely performance of projects. 

Workforce Task Force Policy Positions relevant to this Working Group: 

• Apprentice Training Program Requirements: The Task Force recommends the establishment 
of a requirement for projects to utilize bona fide apprentice training programs. We are 
generally in agreement with the Labor Working Group for the Procurement Task Force of a 
20%/$1 million threshold for construction occupations. The Workforce Labor Working Group 
will recommend options for apprentice requirements for non-construction occupations, 

• Project Labor Agreements: The Task Force recommends that the Commonwealth require or 
encourage (depending on legality) the use of PLAs on large construction projects, which 
would additionally include hiring requirements, dedicated training money for a fund such as 
the Workforce Training Fund, and a process to link APPs with Apprentice Training Programs 
and building trades unions and contractors. 
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• Hirino Through Career Centers : Businesses receiving contacts to perform public works or 
related projects will have a goal to hire a significant percentage of the employees to work on 
such projects from the unemployed labor pool through the local One Stop Career Centers. 

- The unemployed candidates would be screened, trained and processed by the One Stop 
Career Centers and hired by the successful contractors on the public works and related 
projects. 

2. Statewide T raining Working Group; This group will recommend specifics on our statewide 
training initiatives and the use of EOLWD as a clearinghouse of workforce information. 

Workforce Task Force Policy Positions relevant to this Working Group: 

• Energy Efficiency Training Program : In the area of energy efficiency there are two 
approaches to preparing a workforce (in either case the training should be done through a 
partnership with two or more employers to ensure hiring, appropriate curriculum and on the 
job training opportunities): 

- Upgrade the skills of seasoned trades workers (such as electricians and plumbers) to install 
energy efficiency products, technologies through apprenticeship programs or vocational 
technical schools/community colleges: and, 

- Prepare workers new to the energy efficiency field to install technologies that do not require 
licenses or high level skills (i.e. installing insulation) through vocational technical schools, 
community colleges or community-based organizations. 

• Health Care Retraining Program: This may also present an opportunity to do some retraining 
specific to the health field for technical workers who have been or may be laid off in the 
financial services field. We need to be able to reach out quickly to workers who have been 
laid off with these skill sets to provide some training in the health field to meet new demand. 
We may need to turn to community colleges, continuing education departments of four-year 
colleges or proprietary schools to be able to respond quickly to specific occupational demand 
with a moduiar and customized training for IT and sales professionals from other industry 
sectors that is open entry/open exit. 

• Network of Regional Apprentice Preparedness Programs : A number of APPs should be 
developed across the state in partnership with the building trades training directors and 
apprenticeship programs to ensure that the curriculum reflects the entry requirements for the 
apprenticeship program and that there are actual apprenticeship opportunities upon 
completion of the Pre-Apprenticeship program. The Building Trades Apprenticeship Training 
Programs and the vocational technical schools have indicated a willingness and ability to 
move quickly to add apprentices in response to demand. 

3. DWD Planning Working Group: This is an internal DWD effort, which other Task Force 
members have been invited to join, which has pre-existed the establishment of the Task Force 
and is considering operational issues across the workforce systems to efficiently and effectively 
deliver workforce data and programs under the economic recovery act. 

Workforce Task Force Policy Position relevant to this Working Group: 

• EOLWD Clearinghouse Recommendation; EOLWD will develop an efficient and effective 
system through career centers (and working with building trades hiring halls) to Identify, 
contact and connect unemployed construction workers to hiring opportunities created through 
the stimulus package in a timely manner. This will require having some ability to do matching 
of job postings with job seekers in the career centers and Unemployment Compensation 
claimant data base, having accurate contact and occupation information and having staff 
capacity to dedicate to this brokering function. 

4. Public Workforce Working Group: HRD is coordinating this in-house and will use this group to 
further hone its proposal on hiring of public workforce positions. (This is an internal HRD working 
group). 


February 2009 


Cross-cuHing Task Force Overview 
Page 144 of 464 



696 


Mobilization for Federal Economic Recovery Infrastructure tnvesbnent Report 


Metrics for Measuring Success 

It is expected that metric guidelines will be distributed by as part of the Federal Act. The Workforce 
Task Force will collect and report these metrics. Additionally, working groups are engaged in creating 
metrics for the specific recommendations that are being developed. Once metrics are identified, 
working groups will undertake planning for monitoring and measurement. 
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IV. Project Information 


Project List Summary 

The project information collected across task forces was consolidated in a standardized project list 
with 57 data fields. Each task force maintained its own list and made the necessary updates after 
revisions related to the elimination of duplicates (both within and across task forces), inclusion of 
additional data (i.e., readiness criteria) and or updates in existing project information (i.e., project 
cost). 

The consolidated project lists allow the Commonwealth to have a holistic view of the potential projects 
that may be eligible for funding via the Federal Act across key areas and regions. The project list is 
meant to be a living document. It will need to be constantly updated to reflect not only the changes 
driven by the Federal Act, but also the enhancements achieved in terms of data gaps, duplicates and 
non-standard data definitions. The current lists need to be updated on a continuous basis to avoid the 
following results: 

• Project duplicates; while internal duplicates (within a taskforce) have been minimized; the 
current challenge is to identify and eliminate external duplicates (across task forces with 
overlapping functions). 

• Non-standard data definitions: although a good portion of the data has been cleaned up or 
updated to maintain standard data definitions more data cleansing needs to take place. 

There are two different project lists presented below: 

1. State-Reviewed, “Shovel-Ready” Project List - Projects preliminarily determined by state 
agencies to meet the 180-day project readiness standard and to further Task Force objectives 
following a diligent evaluation of projects undertaken by the relevant agencies. 

2. Unreviewed List of Projects Submitted for State Consideration - Projects submitted to Task 
Forces by municipalities or third parties that have not yet been independently reviewed by state 
agencies for project readiness and for furtherance of the objectives developed by the related 
Task Force. 

Note: For DCAM projects that have been bundled, if a projectfbundle is at a single site, the site is 
identified in the Project Title column. When the bundle includes work at multiple sites, the sites are 
noted in the Description column. Each line on the spreadsheet represents a bundle and all project 
bundles are limited to single agencies — no project bundle includes more than one agency. 

DCAM has taken the approach of bundling projects to make the bidding process more efficient and 
expedient, thereby enabling projects to be bid-ready as soon as possible. The overall approach is to 
develop the scope and bid packages for these projects with the support of DCAM staff and outside 
contracted engineering firms. Once the bid packages are ready, DCAM will bid them and manage the 
construction. For bundles that are for an estimated cost less than the approved project delegation 
thresholds (currently $1 million), the bid documents and funds would be provided to the agencies to 
bid. Agencies will be trained on the procedures for bidding and managing these projects. DCAM will 
oversee the delegated projects to ensure that spending occurs as required. 
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Data Fields 


• Task Force 
. ID 

• Project Title 

• Public Entity 

• Agency 

• Location of Entity/Agency 
(City or Town) 

• Other Proponent(s) 

• Project Description 

• Project Objectives 

• Metrics for Success in 
Meeting Objectives 

• Gaps or Barriers to Meeting 
Objectives 

• Plants to Mitigate Gaps or 
Barriers 

• Evidence of Ability to 
Execute 


Indicate Ability to Execute 
Estimated Total Project Cost 
Existing Funds for Project 

Total Federal Stimulus 
Amount Requested 

Other Possible Sources of 
Funding 

Source for Existing or Other 
Funds 

Earliest Start Date 
Expected Finish Date 

Readiness: Is Design 
Complete? 

Readiness: Sight or Right of 
Way Acquired? 

Readiness: Is MEPA 
Review Completed? 


Readiness: Can 
Procurement be Completed 
and a Notice to Proceed be 
Issued within 180 days? 

Readiness: Are all required 
permits complete? 

Readiness: Other 
Considerations 

Number of Jobs Created 
(individual methodology) 

Number of Jobs Created by 
SOC Code (individual 
methodology) 

Number of Jobs Created 
(standard methodology) 

City/Town 

Zip Code 

GIS Coordinates 


Project Information — Data Fields 


Definitions 



Project Information Data Fields 

Field 

Definition 

Task Force 

« 

Seven Project Delivery Task Forces were created to identify "shovel- 
ready’ infrastructure projects. Each of these task forces is identified on 
the project list. They are labeled: Energy, Education, Transportation, IT. 
Private Development, State Facilities, and Municipal, Within some task 
forces projects are identified by task force and agency/department (e.g. 
State Facilities - DCAM). If projects have been “bundled" (grouped for 
procurement purposes) that is also identified. 

ID 

Each task force collected projects independently, and some task forces 
had pre-established numeric IDs that they assigned to their projects. 
These values are represented in the ID field. 

Project Title 

Each task force provided a project title for their projects. 

Public Entity 

Task Forces used this field to provide the department or division name, 
municipality name, or other Information about the public agency 
sponsoring the project or the location of the project. 

Agency 

The agency, department or entity that submitted to the project to the 
task force. 
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Project Information Data Fields 

Field 

Definition 

Location of 

Entity/Agency (City or 
Town) 

Location of the entity/agency submitting the project. 

Other Proponent(s) 

A public or non-public entity proponent of the project, in addition to the 
agency, department and task force submitting the project. 

Project Description 

A brief description of the project. 

Project Objectives 

Identifies one or more project objectives that are specific and 
measurable. 

Metrics for Success in 
Meeting Objectives 

Identifies one or more metrics and corresponding explanations to be 
used to measure the progress of the project towards meeting the stated 
objectives. 

Gaps or Barriers to 
Meeting Objectives 

Identifies all key gaps or barriers that could prohibit the project from 
successfully commencing within 180 days and/or meeting the stated 
project objectives. 

Plans to Mitigate Gaps 
or Barriers 

Identifies plans the task force has identified to overcome gaps or 
barriers so that the project can commence within 180 days and meet the 
stated project objectives. 

Evidence of Ability to 
Execute 

Explanation of evidence that the project proponent (or the public agency 
carrying out the project for the benefit of a non-public project proponent) 
can effectively execute a project of this type and scale. 

Indicate Ability to 

Execute 

Ability to execute was identified by one of the following answers: 

A. Yes, based on successful comparable prior experience. 

B. No, but the proponent is contracting or partnering with such an entity. 

C. No. 

Estimated Total Project 
Cost 

Anticipated total cost to complete the project. This value is larger than 
the Total Federal Stimulus Amount Requested when the project has 
already started and has secured funding from other sources. 

Existing Funds for 

Project 

Funding already secured to support the project. This field was used for 
projects that have already secured funding from other sources to identify 
the dollar amount and/or source of funds secured already. 

Total Federal Stimulus 
Amount Requested 

Total funds requested from the Federal Act to support the project. 

Other Possible Sources 
of Funding 

Other public or non-public funds that could be used to fund the project. 

Source for Existing or 
Other Funds 

Source of other public or non-public funds that will be used to fund the 
project. 

Earliest Start Date 

The earliest date that the project could commence. 

Expected Finish Date 

The expected project completion date. 

Readiness: Is Design 
Complete? 

Indicates if the project has been designed. 

Readiness: Sight or 

Right of Way Acquired? 

Indicates whether a required sight or right of way has been acquired in 
order for the project to commence. 
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Project Information Data Fields 

Field 

Definition 

Readiness: Is MEPA 
Review Completed? 

Indicates if the required Massachusetts Environmental Policy Act 
(MEPA) review has occurred. MEPA requires that state agencies study 
the environmental consequences of their actions, including permitting 
and financial assistance. It also requires them to take all feasible 
measures to avoid, minimize, and mitigate damage to the environment. 
This is required for projects above a certain size that involve some state 
agency action. 

Readiness: Can 
Procurement be 
Completed and a Notice 
to Proceed can be 

Issued within 180 days? 

Indicates whether a Notice to Proceed (NTP) can be issued within 1 80 
days, therefore indicating that the project can be "shovel-ready" within 

180 days. Projects typically can start the day after the NTP is issued. 

Readiness: Are Permits 
from Multiple Permitting 
Agencies Required? 

Indicates if permits from multiple agencies are required. Permits from 
multiple agencies require more time to secure and therefore could 
impact a projects' ability to be “shovel-ready" within 180 days. 

Readiness: Are all 
required permits 
complete? 

Indicates if permits must be secured before a project commences. 

Readiness: Other 
Considerations 

Explanation of any other barriers to project readiness that exist beyond 
the readiness questions asked. 

Number of Jobs 

Created (Individual 
methodology) 

Agencies used their own job creation methodology to estimate the 
number of jobs their projects would create. 

Number of Jobs 

Created by SOC Code 
(individual methodology) 

Agencies estimated the number of jobs their projects would create by 
Standard Occupational Classification (SOC) code. Unemployment 
claimants report the SOC code for their job skills. The purpose of this 
data is to match the unemployed with the jobs being created. 

Number of Jobs 

Created (standard 
methodology) 

A standard Job creation methodology has been used for all horizontal 
and vertical construction jobs. This methodology estimates jobs by 
project along the following guidelines: 

• 14,000 jobs per Billion dollars of Horizontal construction (multiply the 
total project $ value by 0.000014) 

• 9,000 jobs per Billion dollars of Vertical construction (multiply the 
total project $ value by 0.000009) 

The IT Task Force used its own job creation methodology. 

City/Town 

City/town where the project is located. 

Zip Code 

Zip code of the project. 

GIS Coordinates 

GIS coordinates of the project. 
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V. Appendices 

1. Development Cabinet Infrastructure Priorities 

2. Information Technology (IT) 

3. Private Development 

4. Procurement 

5. State Facilities and Courts 

6. Workforce 
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Appendix 1 : Development Cabinet Infrastructure Priorities 


statement of Administration Priorities for Transportation and Other Infrastructure Investments 

The Patrick/Murray Administration is committed to implementing the Commonwealth’s sustainable 
development principles by ensuring that state funds used for transportation and other infrastructure 
investments are consistent with these principles to the greatest extent possible. To that end, it is the 
goal of the Administration that infrastructure investments using state funds advance at least one, and 
preferably two or more, of the following objectives, without adversely affecting the other objectives: 

• Support job creation in key Massachusetts industry sectors 

• Support the creation of new workforce housing 

• Support clean energy production or use 

• Reduce energy consumption and/or greenhouse gas emissions 

• Promote mobility and/or reduce congestion 

• Support development within growth districts 

• Support redevelopment projects in Gateway Plus cities 

• Support other smart growth development projects 

It is also the goal of the Administration that funding be awarded to transportation and other 
infrastructure investment projects that are ready to proceed (that is, projects that are likely to proceed 
expeditiously from design and permitting to construction, based on adequate staffing and financial 
support and based on appropriate due diligence regarding engineering, permitting and cost issues). 

It is also the goal of the Administration that funding be awarded to projects for which contractors pay 
livable wages (where applicable, prevailing wages), provide health insurance benefits and maintain 
and participate in a bona fide apprentice training program. 

Notes: 

The first goal does not apply to transportation or other infrastructure spending directed to the repair or 
replacement of infrastructure that does not expand capacity. 

It is understood that there will always be worthwhile infrastructure investments that do not meet these 
goals. The objective of the Administration is that the substantial majority of its infrastructure 
investments will meet these goals, and that all investments will do so to the extent possible. 
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Implementation 

The program administrators for the state infrastructure programs listed below will be informed that, 
effective immediately: 

1 . Prior to making any final investment decisions, they must now document whether a state 
infrastructure investment meets these goals (and if so, how), or provide an explanation as to why the 
investment is othenwise worthwhile. A standard format for this documentation will be prepared, not 
expected to exceed one page in length. 

2. At the each of each fiscal year, they will be required to report on the extent to which these goals 
were met by their investments for the year. 

The logistics of the implementation will be worked out in the periodic coordination meetings held for 
the program administrators, which are led by Undersecretary Gonzales and Undersecretary Bialecki. 

Results of the implementation of the policy will be reported back to the Development Cabinet. 

Applicable Programs: 

MORE 

CDAG 

PWED 

STRAP 

TOD 

RAILCAP 

WATCAP 

Off-Street Parking 

SRF 

DIF 

l-Cubed 

Seaport Advisory Council 
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Appendix 2: Information Technology (IT) 

The appendices include the following: 

• Appendix 2A: Scoring System for IT Projects 

• Appendix 2B: Job Estimates Summary and Methodology 

• Appendix 2C: eHealth Projects Recommendations Details 

• Appendix 2D: eHealth - Potential Cost Savings 

• Appendix 2E: eHealth - Potential Cost Avoidance 

• Appendix 2F: eHealth - System Perfonnance 
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Appendix 2A: Scoring System for IT Projects 

Below is the recommended approach to prioritizing IT projects. The database contains the following 
information about each project: 

1 . Project Identification 

a. Project Title 

b. Secretariat 

c. Department 

d. Location 

2. Project Description and Objectives 

a. Project Description 

b. Measurable objectives 

c. Metrics for Success in Meeting Objectives 

d. Gaps or Barriers 

e. Plans to Mitigate Gaps or Barriers 

3. Project Schedule 

a. Earliest Start Date 

b. Expected Finish Date 

c. High-Level Milestones 

d. Expected Completion Date-Each Milestone 

4. Project Staffing 

a. Est. Number of Full-time employees 

b. Est. Number of Contractors 

c. Expected Job Titles 

d. Expected Job Skills 

5. Project Costs 

In addition to these categories, the database also contains information about the benefits and Improvements 
for Massachusetts citizens. The flexibility of the database allows for projects to be re-analyzed in accord with 
changing criteria and with the parameters of the Federal Act once they are finalized. 

The scoring tool includes the Federal Act goals, the Governor’s guiding principles, the alignment with 
Secretariat and Commonwealth strategic priorities, and a risk/complexity assessment. The following table 
shows the numerical weighting system built into the tool. 


Criterion 

Scoring Detail 

Descriptor 

Max 

Points 

Start in 180 days? 

Self reported factor indicates a 
project is ready (5) or not (0) 

Binary score 

5.00 

Completed in 2 years 
from January 20th? 

Reflects weather the self 
reported project end date is 
before Jan. 20 201 1 (5) or is not 
before (0) 

Binary score 

5.00 

Weighted Score 

Place holder for in the version 
dated 01042009. Should any 
column need to be prioritized and 
weighted above others, this will 
be the factor multiplying the 
results. 



Current Project 

Stage 

Preference is given to projects in 
farther stages of development, 
those that are closer to 


5.00 
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Criterion 

Scoring Detail 

Descriptor 

Max 

Points 


procurement. 




1.25 

Level 1 : Initiation- 
Project charter, high 
level scope complete 



2.50 

Level 2: Planning and 
Design - project 
planning complete, 
resource needs and 
timeline in place 



3.75 

Level 3: Procurement 
Started - Draft RFQ 
developed 



5.00 

Level 4: Procurement 
Ready - Final RFQ 
developed 


Operating Budget 
Impact 

Preference is given to projects 
that improve operating budget 
outiooks over those that add 
burdens to operating budgets. 


5.00 


1.25 

Will increase operating 
budget 



2.50 

No change to operating 
budget 



3.75 

Modest decrease in 
operating budget 



5.00 

Significant decrease In 
operating budget 


Project Mix/Job 

Impact 

With each 10% increase in total 
funds being dedicated to 
labor/employment, the project 
receives a (.5) point increase in 
score. Preference is given to 
those projects dedicating more 
funds to labor than to hardware 
or software. 


5.00 

Employment Score- 
Self Reported 

Drawing from the sum of the 
reported factor indicating the 
estimated number of full time 
employees a project is likely to 
require/create, this score grants 
preference to those projects that 
require/create higher numbers of 
jobs. 


5.00 


0.00 

No labor required 



1.00 

1-10 FTEs 
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Criterion 

Scoring Detail 

Doscriploi 

Max 

Points 


2.00 

11-20 FTEs 



3-00 

21-50 FTEs 



4.00 

51-200 FTEs 



5.00 

> 200 FTE 


Employment Score- 
Calculated 

Similar to the Self Reported 
Employment Score in its 
preference to more labor, this 
version estimates the number of 
FTEs based on the Project 

Mix/Job Impact reported as 
compared to the total project 
costs 




Score is same break down as 
self reported (0, 1-10, 11-20, 21- 
60, 21-200, greater than 200) 



Total Governor's 
Federal Act Points • 

' ' ' ' 


36.00 

Project Risk 

Preference is given to lower risk 
projects over those with higher 
risks. 


2,50 


2.50 

Minimal 



1.75 

Moderate 



1,00 

High 



0.26 

Very High 


Project Complexity 

Preference is given to less 
complex projects over those that 
are more complete. 


2.50 


2.50 

Extremely Low 



2.00 

Low 



1.50 

Moderate 



1.00 

High 



0,50 

Extremely High 


Total 

RisWCompiexity 

Points 

' ■ _ 4 # 

£s. 

■ 

Alignment with 
Secretariat/ 
Constitutiona! 
Strategic Goals 

Self reported factor indicates the 
degree to which a project aligns 
with the 

Secretariat/Constitutional Office's 

2 points for increased 
alignment 

10.00 


2.00 

Not Aligned/Unknown 



4.00 

Modest 
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CriUfion 

Scoring Detail 

Descriptor 

Max 

Points 


6,00 

Significant 



7.00 

Transformational for the 
Secretariat 



1Q.0Q 

Transformational 
Commonwealth wide 


I Secretarial Alignment F>olnts 


10.00 

i Alignment with 
i Commonwealth 
Strategic Plan 

score 10 for alignment with the 
Commonwealth's Strategic Plan 

Binary score 

10.00 

Commonwealth Alignment Points ' 'v- v.'. 

■ 

10.00 

ITD Evaluation 
{points not currently 
awaided) 

ITD Evaluation of agency's track 
record and capacity to deliver 
project successfully 

1 point for increased 
capability 

5.00 


1.00 

Limited Capacity 



2.00 

Somewhat Capable 



3,00 

Mostly Capable 



4,00 

Capable 



5.00 

Fully Capable 


ITOSyaluation 

i Wilt* 




ISwntI Total Maxtmum 

Points ^ 


60.00 

"Extra Credit/Tie Breaker" Points 



Use IV!A Based 
Resources 

Self reported factor indicates a 
project is anticipates using MA 
based resources (5) or does not 
(0) 

Binary score 

5.00 

Promote other 
economic activities 
(e.g. Green Energy) 

Seif reported factor indicates a 
project aligns with additional 
Commonwealth wide objectives 
(5) or not (0) 

Binary score 

5,00 


The Task Force process itself followed these steps: 


1 . Asked Branches/Secretariats/Constitutional Offices and agencies to submit projects to be considered for 
funding from the Federal Act (Christmas week) via web-based survey tool. Data compiled into database. 

2. Branches/Secretariats/Constitutional Offices or agencies scored their projects based on these criteria 
shown in the table above. 

3. Task Force reviewed the results of this scoring and adjusted where necessary to align with all criteria. 

4. With ail projects now scored, the Task Force agreed to wait until for final definition of the priorities and/or 
constraints in the Federal Act to complete the effort. 
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Appendix 2B; Job Estimates Summary and Methodology 
IT Projects 

The following table summarizes the IT projects and their potential impact: 


Secretariat or Constitutional 
Office 

!T Projects 

Total Project Count 

Total Cost/ 
Federal Act 
Request 

Potential for New 
External Jobs 

Administratiorr and Finance 

42 

296,758,226 

595 

Education 

14 


95 

Energy and Environmental 
Affaire 

37 

78,885,000 

285 

HealOi and Human Services 

31 

101,981,028 

338 

Housing and Economic 
Development 

12 


17 

Independent Offices and 
Commissions 

5 


25 

Judidary 

11 


9 

Labor and Wortdorce 
Development 

9 

26,230,000 

59 

Massachusetts District 

Attorney Association 

3 

1.315,000 

11 

Office of the Comptroller 

3 


57 

Public Safety 

9 


523 

State Auditor 

1 

6,562,300 

16 

Transportation and Public 

Works 

15 

64,310,000 

151 

Treasurer and Receiver 

General 

2 

1,500,000 

3 

TOTAL 

194 

975,428,988 

2184 


Each project has a specific plan {captured in the IT Task Force database) that estimates contractor job 
requirements. Additional contractor jobs will be created through the establishment of an outsourced Federal 
Act Project Management Office (PMO) within ITD that will oversee project execution, monitoring and reporting 
across all initiatives. 

In total, approximately 2,200 external jobs would be created as a result of the IT Project List If all projects 
were to be implemented. These jobs will cover roles from entry to high-level positions, including: 

♦ Entry Level Positions 

- Developer 

- Web Developer 

- .NET Developer 

- Java Developer 

- Trainer 

• Mid-Level Positions 

- Database Administrator 


Febnjary 2009 


Appendix 
Page 430 of 464 




























710 


Mobilization for Federal Economic Recovery Infrastructure R^rt 

- Architect 

- System Analyst 

- Business Analyst 

- Network/Telecommunications 
• High-Level Positions 

- Project Manager 

- Program / Portfolio Managers 

eHeaith Projects 

The following table summarizes the eHeaith projects and their potential impact: 


Project 

eHeaith Projects 

Total Project 

Count 

Total Cost/ 
Federal Act 
Request 

Potential for New 
External Jobs 

Ambulatory Electronic Health 
Records (AEHR) 

1 


340.000,000 

805 

Computerized Physician Order 
Entry (CPOE) 

1 


125.000,000 

275 

Community Health Center 

EHRs (CHC) 

1 


13,000,000 

32 

State-level Health Information 
Exchange (S-HIE) 

1 


35.000,000 

96 

TOTAL 

4 


513,000,000 

1208 


Most of the eHeaith projects will be staffed through contracts with implementing organizations. Therefore, 
most of the jobs created will be in the private sector. 
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In total, an estimated 1200 external jobs would be created if all of the projects were to be implemented. These 
jobs will cover roles from entry level jobs to high-level positions, such as: 

• Entry Level Positions 

- Trainer 

- Business Analyst 

- Programmer 

• Mid-Level Positions 

- Implementation Lead 

- Database Administrator 

- System Architect 

• High-Level Positions 

- Project Manager 

Appendix 2C: eHealth Projects Recommendations Details 

Healthcare is information intensive. In the U.S. in general, it is also very much paper-based and highly 
fragmented with well documented associated issues in terms of patient safety, quality of care, and costs. 

While the Commonwealth of Massachusetts is one of the most advanced States in both the deployment of 
electronic health records (EHRs) in its various care-delivery settings, and the deployment of health 
information exchanges (HIEs) across settings, it is far from having achieved ubiquitous EHR automation and 
information sharing. 

The four eHealth projects identified below are designed to close the automation gaps within three critical care- 
delivery settings (individual physician practices, acute care hospitals, and community health centers) and to 
deploy a state-wide HIE: 

1. Ambulatory Electronic Health Records (AEHR) 

This project Is designed to deploy an AEHR in 13,000 individual physician practices (out of the estimated 
14,000 physician practices that exist in the Commonwealth). 

On average, only 15% of the individual physician practices have clinical information systems (with typically 
the larger practices being more automated and the solo practitioners [there are 4,000 of them in the 
Commonwealth) being far less so). Yet, also on average, 35 to 40% of all the care provided in a community 
takes place in these individual physician practices. The lack of automation means that these physicians 
cannot easily trend patient data; do not have the clinical decision support tools that could alert them of 
adverse dtug-to-drug interactions; cannot be electronically reminded of best medical practices; etc. 

AEHR systems include these alert and reminder features. They typically include productivity tools such as an 
electronic prescribing that allows orders to be renewed and communicated automatically to pharmacies. 
AEHRs also allow patient data to be exchanged among authorized care providers both within a practice and 
with external providers (and increasingly with patients themselves). 

The two primary obstacles to the deployment of AEHR systems in individual physician practices have been 
costs and Implementation/support issues. This project is intended to alleviate these two concerns by lowering 
the adoption costs (on average, physicians will only contribute 1 5% of their practice installation’s total costs), 
and by selecting AEHR systems that would be deployed by implementation organizations (lOs) vetted and 
monitored by the MeHI/DOH. In addition, the AEHR systems will be proposed in an ASP (Application Service 
Provider) mode where the application is remotely operated and maintained by approved service organizations 
(SOs). 
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2. Computerized Physician Order Entry (CPOE) 

This project is designed to deploy a CPOE system in the 63 acute care hospitals throughout the 
Commonwealth that still do not have one or one fully implemented. 

Most hospitals have installed ancillary jiaboratory, radiology, pharmacy, etc.) and order entry/results reporting 
(OE/RR) systems. Yet, most of these OE/RR systems are typically used by data entry clerks and nurses, with 
well documented patient safety issues. For instance, the greatest percentage of preventable adverse drug 
events (ADEs) occurs during physician orderingj ). Less than 5% of U.S. hospitals have CPOE, i.e., clinical 
systems designed to be directly used by the attending physicians so that they can access patient information 
real lime at the point and time of decision making, and enter their own orders so that transcription errors are 
eliminated. They can also take advantage of a variety of built-in clinical decision support tools: e g., alerts 
regarding a potential medication error (wrong dosage, allergic reaction, drug-to-drug interaction, etc.); alerts 
regarding the existence of test results to avoid duplicate ordering; best practice reminders; recommended 
switch to a generic drug; etc. CPOE systems also typically automated workflows, electronic physician 
documentation (using templates that increase the electrons capture of structured data), and an integrated 
medication administration-pharmacy application. They are designed to be used by physicians and therefore 
incorporate special user interface and performance requirements. 

The two primary obstacles to the deployment of CPOE systems in acute care hospitals have been costs and 
adoption issues. CPOE implementation is a time-consuming and expensive undertaking requiring at least two 
years for most hospitals, with a price tag that is beyond the reach of many community hospitals (especially 
those in relatively poor communities). Achieving physician utilization is also a daunting challenge as CPOE 
changes the way in which physicians practice medicine on a day-to-day basis. This project is intended to 
alleviate these two concerns by lowering CPOE costs and selecting implementation organizations (lOs) that 
have a proven methodology and the resources to support these complex clinical transformation projects. 

3. Community Health Center EHRs 

This project is designed to deploy an EHR in the 12 Community Health Centers (CHCs) in the Commonwealtt 
that still do not have one or one fully implemented. The project also includes deploying a central clinical data 
repository (CDR). 

CHCs serve as the front line of the primary care system for the Commonwealth. They are typically designed 
to provide underserved populations with preventive care and chronic disease care management services, 
thereby alleviating the burden on hospitals' emergency departments, It is critical that these care-delivery 
settings be clinicaliy automated to enhance patient safety and care quality, increase staff productivity, and 
allow patient information to be shared with the acute care hospitals. Functionally, these CHC EHR systems 
are very similar to the physician practices' AEHR systems mentioned earlier. 

Because of the populations they served, CHCs also function as an “early warning system" of emerging trends 
in public health. To exploit this potential, an additional project component is the deployment of a central CHC- 
specific CDR which will provide timely outcome and gap reporting on preventive and chronic care programs, 
and quality measures and improvement reports for the management of public health programs and the 
individual centers. 

The two primary obstacles to the deployment of CHC EHR systems have been costs and implementation 
issues. This project is intended to alleviate these two concerns by lowering the system costs and selecting 
EHR solutions that would be deployed by implementation organizations (lOs) vetted and monitored by 
MeHI/DOH. In addition, the central CDR implementation can deploy data mining and reporting tools cost- 
effectively and provide each CHC with shared resources to help address their analysis and reporting needs. 

4. State-level Health Information Exchange (S-HIE) 

The three prior projects are designed to enhance the clinical automation level of three major care- delivery 
channels; individual physician practices (where the biggest automation gap probably resides); acute care 
hospitals; and CHCs. In parallel with the general deployment of EHRs in these three care-delivery channels, 
this project is designed to deploy a state-level health information exchange (S-HIE) that will support the 
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secure sharing of patient information among them and the care-settings that aiready have EHRs. The project 
aiso inciudes the depioyment of a state heaithcare data warehouse that wili aggregate and normaiize de- 
identified patient data for the purpose of population management, bio-surveillance, and quaiity/outcome 
measurement. 

HIEs support the electronic movement of health-related data according to an agreed upon set of 
interoperability standards, across non-affiliated organizations in a manner protecting privacy and security. 
HIEs are expected to yield a wide range of benefits: increased patient safety (for instance, by sharing a 
patient's allergy data and medication list among his/her care providers); increased care quality (as a provider 
has access to patient data across the whole continuum of care at the time of decision making); and reduced 
cost (as information sharing reduces duplicate testing and the number of ADEs, streamlines or eliminates 
administrative processes like the manual pulling of patient charts, etc.). In fact, the state-level HIE (S-HIE) is 
intended to be a "network of networks” both connecting C-HIEs and encouraging their development. The S- 
HIE also includes a state-wide clinical data warehouse (CDW) made of de-identified patient data and 
including clinical analytics for the purpose of population management, bio-surveillance, compliance reporting, 
and outcome/performance analysis. 

The primary obstacle to the deployment of a S-HIE has been its initial deployment cost. This project is 
intended to finance the S-HIE for a finite amount of fund and a finite amount of time; with the expectation that 
the project will become financially self-sustainable after that initial investment period. Indirectly, the S-HIE 
project is expected to foster the development of C-HIEs in medical trading areas throughout the 
Commonwealth, 

To a large extent, these four projects should be considered as one e-Health program, engaging both EHRs 
and HIEs within the same initiative. Though unusual, this approach is highly logical and can offer important 
advantages: 

• For physicians to gain value from a C-HIE, certain conditions must be met that EHR deployment 
enables. Specifically, a large quantity of medical information needs to be collected in a standardized 
electronic format and made available through the HIE. so that identifying and obtaining clinical data 
becomes a practical part of an office visit. Only a broad set of EHR-enabled physicians, as part of a 
coordinated community-wide system will generate such a store of standard, electronic clinical data; 

• The value of an EHR system increases greatly if it has the power to integrate -quickly, easily, 
accurately, and consistently at the point of care - data obtained through a HIE from other care- 
delivery settings; and 

• A concerted implementation process for EHRs and HIEs will leverage their interdependent value, 
facilitate networking and interoperability, and promote the establishment of a functional, useful HIE. 

The Powerful Vision of an Interoperable EHR 

The value of the four eHealth projects recommended is both individual and synergistic. Synergistic means 
that the value of each project is increased by the others. For instance, the "value proposition’ of an individual 
EHR is strongly increased when that EHR serves as a conduit for a provider to send and receive electronic 
information about a patient, and allow coordination of care across the continuum. Conversely, the automation 
of individual physician practices greatly increases the value of an HIE. The base EHRs also permit the 
accumulation of valuable clinical data for purposes of health assessment s and policy development, bio- 
surveillance, research, etc. 

Considered together, these four eHealth projects promote the concept of a state-wide interoperable 
EHR is to provide integrated clinical information systems across the whole care continuum. The concept 
provides a powerful model which can potentially be applied across all care settings and will support all care 
professionals and disciplines. The interoperable EHR will be integral to delivering the medicine of the future in 
the Commonwealth. A future where care-delivery settings wili be fully integrated across the whole care 
continuum and the patient will pass seamlessly through the system with controlled and managed 'hand-offs' 
with information flowing with the patient, A future where the expertise and skills of a wider range of clinicians 
wili be used to deliver healthcare and where there will be much more emphasis on team working with 
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clinicians moving between different settings to deliver the care that is required, rather than asking the patient 
to travel as is now the case. 

A future where the interoperable EHR will provide the foundation for integrated care and as a by-product will 
provide reliable and timely Information for research and population management. 

A future where patients will be better informed about their illness, their general health and well being, and 
about the services that are available to them. This will enable patients to make informed decisions about their 
own health and will support choice in how services are delivered and tailored to meet their individual needs. 
As a result the population as a whole will take more ownership and personal responsibility for their own health 
and, in turn, this will ensure more appropriate emphasis is placed on disease/illness prevention and health 
promotion rather than cure. 



^^tyiassachusette ! 
cHealth institute 


impi One Patient So V 


IConstrdintbonlocai Stare, itrid Feaeral Budgets 


I pprovcA(.re>s toHeafthCare for Vedt'‘oi(y'Jnderserved Croup 


Tro/icfean interoperable iTinfra>trvcibie for Health Agerxete 


enable Better Mapagement& CcordinauonofCare 


Februaiy 2009 


/^pendix 
Page 435 of 464 


715 


Mobilization for Federal Economic Recovery Infrastructure (nvesfrnenl R^xwl 

Appendix 2D: eHealth - Potential Cost Savings 


Benefit Area 

Potential Cost Savings 

Description 

i 

Metric 

Communication & 
Ciinicai 

Documentation 

Due to enhanced communication anong care 
providers and enhanced ciinicai documentation 
mechanisms resulting frcsn EMRs, health care 
delivery organizations, such as h<^|:Mtals and 
community health centers would expect to see 
a decrease in partial shift overtime. 

The overtime that overlaps in a 
given shift allocated to documenting 
and transferring knowledge 
regarding patient(s) to the next staff 
member of the following wortt shift. 

• Partial Shift Overtime. 

inpatient 
Throughput & 
Capacity 

Resulting from automated work flow delivered 
by an EMR and greater ease of retrieving 
patient information through an HIE. more 
patients would be able to access services 
resulting in increased medical admissions, and 
a decrease in the average number of transfers 
pending each day. 

• Number of Inpatient Medical 
Admissions. 

• Average number of transfers 
pending each day. 

inpatient Length 
of Stay Reduction 

Length of Stey detemiines the number of days 
that a patient resides in an acute care setting 
fc^lowing their admission; and 

Excess of Days per service area, such as 
hospital unit, 

• Length of Stay. 

• Excess of Days per service 
area. 

Perioperative 
Services 
Throughput & 
Capacity 

An automated workflow propeiiy implemented 
has been proven to enhance throughput in 
perioperative environments conducting 
surgeries by increasing the number of OR 
cases per month, decrease OR Suite 
turnaround times, decrease the length of stay 
in the recovery room (PACU), and decrease 
room utilization. 

• Number of OR Cases per 
month. 

• OR Suite T urn-around Times. 

• PACU Length of Stay. 

• Room Utilization. 

Emergency 
Department 
Throughput & 
Capacity 

Immediate access to patient Information and 
medical history through an HIE can facilitate 
care delivered in emergency situations, thus 
enabling greater access to care. This translates 
into increased number of ED visits, a 
decreased number of patients who leave 
without being seen, and a decrease in 
diversion time because an ER is able to see 
more patients, Also, with the automated EMR 
system and physician order system, the 
average length of stay in the ED would 
decrease due to greater efficiency in the 
process of delivering care. 

• Number of ED Visits. 

• Diversion Time, (length of 
time an ER diverts patients 
from other care providers, 
such as emergency medical 
response teams). 

• Average Length of Stay in 

ED. 

• Number of Left Without Being 
Seen (LWBS). 

Pharmacy 
Utilization & 

Supply 

The ftjsion of CPOE applications, tied to EMRs, 
and networked through an HIE can facilitate 
transfer of infonnation and reduce redundant 
tesis and orders based on availability of 
information for a given patient Hence, the 
supply costs and pharmacy costs associated 
with procedures would decrease. In the 
process of automating workflow would enable a 
degree of supply and drug standardization at 
care organizations. 

• Clinical Supply Costs. 

• Pharmacy Costs. 

• Supply & Drug 

Standardization. 
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Appendix 2E: eHeafth - Potential Cost Avoidance 


Benefit Area 

Potential Cost Avoidance 

Description 

Metric 

Adverse Drug 
Events 

CPOE systems can be remarkably effective in 
reducing the rate of serious medication errors 
identified as "adverse drug events.” 

Both the number of cases and the rate of 
00000*6006 are important factors to monitor 
adoption as well as forecast a reduction in 
financial costs associated with adverse drug 
events. 

• Number of Adverse Drug 
Events. 

• Rate of Adverse Drug Events 
Occurring. 

Duplicate Test 
Reduction 

As a result of disparate systems across health 
care organizations and presence of data 
integrity issues associated with the data, care 
providers order the same tests thus duplicating 
services rendered in the lab or for other 
diagnostic purposes. 

• Number of duplicate lab tests. 

• Number of duplicate 
radiology tests. 
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System Performance 


Benefit Area 

Description 

Metric 

System Uptime 

When the system is in a "steady state" the 
users can use and operate the system and 
applications in a normal manner. The system is 
not recovering from failures in its technology 
infrastructure or attempting to process work 
that was a result of a down state, (i.e. when the 
system was not available to the user), whether 
planned or unplanned, or conducting a history 
upload. 

• System Uptime. 

Average 

Response 
Resolution& Time 

Refers to the elapsed time for a user activity 
when using the System In a “steady state." The 
Response Time measurement typically 
commences when the user completes an 
activity in the application itself, such as: (i) 
enters the last character in a tield on a form 
and presses either tiie enter, return, tab. or 
similar end of activity action on tiie keyboard: 
or (ii) clicks on a confirmation to proceed 
indicator such as an OK, sign, confirm, done, 
or next 

dialogue box or icon. This measurement 
typically ends when; (i) the System is 
ready to accept the User’s next action such as 
the input of data; or (II) the data requested by 
the user begins to display. 

• Time eiapsed to complete a 
specific activity in the 
application. 

Frequency of 
System Usage 

By measuring the number of transactions 
(orders, results, refeirals, etc.) flowing through 
the exchange, the Task Force vwll be able to 
gauge the facilitation of Information sharing. 

• Number of transactions 
flowing through the exchange 
utility. 
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System Performance 


Benefit Area 

Description 

Metric 

Number of Usei^ 

Having the vast majority of hospitals, physician 
practices, and other care provider 
organizations, such as labs. Imaging Centers, 
Pharmacies, etc. connected to the exchange 
utility means that data Is being captured from 
multiple venues of care and creating a patient 
centric record across the entire continuum that 
is accessible to all care providers. 

• Number of users participating 
in the exchange utility by 
organization type. 

• Number of users allowed to 
access the exchange utility. 

Accuracy of 

Master Patient 
index/ Record 
Locator Service 

It is critical for use and adoption of an 
exchange utility to ensure that data coming into 
the system is standardized and is connected to 
the right patient. 

• Monitor accuracy of the 
utility’s algorithms in 
retrieving the right patient 
data during a selected time 
frame. 
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Appendix 3: Private Development 

Recognizing the many benefits that high-speed Internet senrice, or broadband, can bring across all sectors to 
the citizens of the Commonwealth, including universal Internet for school-age children, seamless access for 
first responders, improved healthcare outcomes and e-health interoperability, enhanced civic participation and 
more efficient government. Governor Patrick identified ubiquitous broadband as a key element of the 
Commonwealth’s economic development strategy. Towards this end, in August 2008, Governor Patrick 
signed An Act Establishing and Funding the Massachusetts Broadband tnstitute with the purpose of bringing 
affordable broadband to those citizens in the Commonwealth currently without access and dedicating up to 
$40 million in general-obligation bond funds for the purpose of bringing affordable, robust and ubiquitous 
broadband, through a public-private partnership model, to unserved and underserved citizens. 

The Public-Private Partnership Model 

Unlike other more traditional and visible objects of public infrastructure investment, such as roads, bridges 
and school buildings, broadband is a new form of infrastructure that is materially different. Historically in the 
United States, broadband infrastructure has been financed, built and operated by the private sector. 
Unfortunately, unserved areas of the Commonwealth (mostly in rural western Massachusetts) have proven to 
be cost-prohibitive for telecommunications providers which have, in turn, prevented network expansion and 
deployment of broadband infrastructure to those areas. The required capital investment is too great, and the 
break-even timeline is loo long. For example, detailed financial modeling suggests that a private provider 
would require roughly 30 years to break even on a capital investment in a rural area like western 
Massachusetts. Additionally, many of the public benefits of broadband do not flow directly to commercial 
Internet providers and are therefore (and understandably) not part of their business calculus - this is exactly 
where it is appropriate for targeted and careful government intervention. 

Through the Broadband Institute's public-private partnership model, we are authorizing the use of state bond 
funds for investment in selected long-lived components of broadband infrastructure, such as conduit, fiber and 
wireless towers. These components will then be made available to private firms, who will use these publicly 
owned assets, in combination with their own privately owned infrastructure assets, to offset their cost of 
providing broadband service to previously unserved homes and businesses. This unique approach, and the 
planning that has already taken place as a result of the Commonwealth's broadband initiative, along with the 
tools already provided by the Legislature via the recently-enacted Broadband Act, sets Massachusetts apart 
from many other states across the nation. Due to the work and collaboration done to date by public and 
private stakeholders, Massachusetts is in an enviable position to more effectively leverage potential federal 
funding for broadband infrastructure deployment than many other states. 

Reoarding the Massachusetts Highway Department's conduit deployment along Interstate 91 and Interstate 
291 

Adding these two cables into the broader backbone ring will create four sub-rings, ensuring robust, redundant, 
and survivable networks. The build will also include diverse entrances to the carrier-neutral facility at One 
Federal Street in Springfield and the state's new proposed Data Center. Approaching these projects in this 
fashion will realize a savings on time and money for both the Commonwealth and potential private providers 
looking to partner with us - and would have an immediate economic stimulus effect. 

Overall Economic Benefits 

Complementary federal funding for broadband will ensure that Massachusetts is well-positioned to compete 
effectively within our 21®' century, knowledge-based, information economy. Broadband access has a proven 
track record of stimulating economic growth, creating jobs, and increasing properly values and tax receipts. 
Broadband also generates many public returns - including fewer cars on the road, better education and 
health care and more efficient government - that pay societal dividends above and beyond the profits reaped 
by the private firms that provide the service. Universal, affordable and consistently high-quality broadband 
would thus be the 21®' century equivalent of previous federal government infrastructure initiatives, including 
the expansion of electricity, telephone and road networks, which resulted in tremendous short- and long-term 
economic development and increased shared prosperity from targeted public infrastructure investments. 
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MassDevelopment Non-Profit Fund 

Higher Education Protects 

Recent surveys of colleges and universities by MassDevelopment, HEFA, and AlCUM reveal 67 shovel-ready 
construction projects totaling $1 .5 billion that are currently on hold. These projects represent 9,687 one-year 
FTE jobs. Eleven of these projects entail the construction of new academic facilities that will increase 
permanent employment by the institutions as welt as allow them to increase enrollment. Eight projects entail 
the construction of new residence halls that would house more than 1 ,800 students, thus accommodating 
increased enrollment and relieving pressure on surrounding housing markets. 

Private higher education in Massachusetts is a main economic driver by serving nearly 250,000 students, 

1 12,000 of whom come from out of state. Massachusetts is the only state that educates more college 
students in the independent sector than in the public sector. 

Healthcare Projects 

Thirty-four hospitals responded to a recent survey (about one-third of the state’s hospitals) and identified 198 
shovel-ready capital projects with a total cost of $2.8 billion. 

• 26 hospitals identified 77 building and renovation projects with a total capital requirement of $1 billion. 

• 21 hospitals identified 70 information technology projects with a total capital requirement of $420 
million. 

• 16 hospitals identified 51 green/energy projects with a total capital requirement of $1 .3 billion. 


Number of 

Hospitals Number of Total Capital Needs Partial Funding 



Reporting 

Projects 


Low Est 


High Est 

Identified To Date 

Buy^ng/Renovations 

26 

77 

$ 

1.017.324,021 

$ 

1,026,361,021 

$ 

400,533,000 

Technt^ogy 

21 

70 

$ 

418,674,519 

$ 

422,674,519 

$ 

30.613,545 

Green/Energy 

16 

51 

I. 

1,322,183.041 

1 . 

1,322,183,041 

i_ 

279.329,000 

Total 


198 

$ 

2>758,181,581 

t 

2,771,218,581 

i 

710.475,545 


MHA notes that many hospitals identified traditional brick-and-mortar projects involving replacement, 
renovation, or enlargement of critical building infrastructure to replace outdated, undersized, and ageing 
facilities. Some of these ageing facilities were built more than three decades ago and require upgrades to 
meet patient needs and to satisfy current safety and efficiency requirements. The median age of 
Massachusetts hospitals in 2006 was 1 1 .4 years compared wth 9.7 years nationally. 

Cultural Facilities Projects 

The Massachusetts non-profit cultural economy employs 45.000 people and has a statewide economic impact 
in excess of $3 billion, Cultural organizations rank as second highest in a survey of why people visit the 
Commonwealth, and tourist spending supports hotels and restaurants. Gateway cities such as Lowell, New 
Bedford. North Adams, and Pittsfield depend on cultural facilities as a key component of their economic 
development. A general decline in corporate and perscma! contributions to these facilities is expected over the 
course of the current recession. Given the overall economic impact of this segment and the magnitude of 
potential projects, this sector merits strong support. 

A survey conducted by the Massachusetts Cultural Council last month indicates that 72 shovel-ready projects 
across the state have an aggregate project budget of $682.9 million. 
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Appendix 4: Procurement 


Appendix 4A: Current Procurement Requirements 


IL In' Cniiniuniiin-altlt ot iHussarljusctts 

(Offil-f af ::ii- 



Dear Local Official: 



The following charts were created by the Office of the Inspector General for local officials to use as a quick reference guide 
on public procurement procedures that must be followed pursuant to the Massachusetts General Laws. Your local rules may 
establish stricter or additional requirements that you must follow. Contact your chief procurement officer (CPO) or legal 
counsel for advice on your local rules and procurement procedures. 

The charts highlight particular areas which may require compliance depending on the cost or the nature of your procurement. 
For example, the charts highlight, where applicable, the requirement for a ten-hour course in construction safety ^d health 
approved by the United States Occupational Safety and Health Administration (OSHA). Pursuant to M.G.L. c.30, §39S, any 
person submitting a bid for, or signing a contract to woric on, a public building or public works project estimated to cost more 
than $10,000, must certify under the pains and penalties of perjury that he or she is able to furnish labor in harmony with all 
other elements of labor employed in the work and that all employees employed on the worksite, or in work subject to the bid, 
have successfully completed at least ten hours of OSHA approved training. The charts are meant to provide a general 
ovCTview of the principal public procurement statutes, and are not a substitute for the advice of legal counsel. 

Any suggestions for the charts or questions concerning M.G.L. c.30B may be directed to this Office by calling 617.722.8838. 
Questions concerning M.G.L. c.149, M.G.L. c.30, §39M, and M.G.L. c.7 may be directed to the Office of the Attorney 
General by calling 6 1 7,727.2200 or your legal counsel. 

Prevailing wage rate sheets may be requested online at htto://vvww.mass.gov/dos/DwreQuest or by calling the Division of 
Occupational Safety at 617.727.3492. 

Central Register advertisements may be submitted online at 

http://wvvw.sec.stale.ma.us/sDr/sprinf/infocent.htm to the Secretary of the Commonwealth. The 
submission deadline is 4:00 pm on Tuesday. 

Goods and Services Bulletin advertisements may be submitted online at 
http://www.sec.state.ma.us/sDrpublicforms/GSSubmissionform.aspx to the Secretary of the 
Commonwealth. The submission deadline is 4:00 pm on Wednesday. 


Sincerely, 








Gregory W. Sullivan 
Inspector General 
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M.G.L. c. 149 

BUILDING CONSTRUCTION CONTRACTS 


Estimated 

Contract 

Amount 

Under 

$10,000 

$10,000 to 
$24,999 

$25,000 to 
$100,000 

Over 

$100,000 

Over 

$10,000,000 

Procurement 

Procedure 

Solicit 

three 

written 

price 

quotes. 

Solicit written 
price quotes. 

Sealed bids 
(using M.G.L. 
C.30, §39M 
procedure). 

Sealed bids. 

Solicit 

statements of 
qualifications. 

Advertising 

Requirements 

No. 

Advertise 
once in the 
Central 
Register and 
post a notice 
on your 
jurisdiction's 
bulletin board 
for at least 
two weeks 
before bids 
are due. 
Posting on 
your website 
or Comm- 
PASS is 
optional. 

Advertise once 
in the Central 
Register and 
newspaper at 
least two 
weeks before 
bids are due, 
and post on 
your 

jurisdiction's 
bulletin board 
or website for 
one week 
before bids are 
due. 

Advertise once 
in the Central 
Register and 
newspaper at 
least two 
weeks before 
bids are due, 
and post on 
your 

jurisdiction’s 
bulletin board 
or website for 
one week 
before bids are 
due. 

Advertise the 
request for 
qualifications 
once in the 
Central 

Register, 
newspaper, 
and Comm- 
PASS at least 
two weeks 
before bids are 
due. 11 

DCAM 

Certification 

No. 

No. 

No. 

Required for 
general bidders 
and filed sub- 
bidders. 

Required for 
general bidders 
and filed sub- 
bidders. 

OSHA 

Training 

No. 

Yes. 

Yes. 

Yes. 

Yes. 

City/Town 

Prequalificatio 

r 

No. 

No. 

No. 

Optional.12 

Yes. 

Filed Sub-bids 

No. 

No. 

No. 

Yes ($20,000 
and over). 

Yes ($20,000 
and over). 

Bid Deposit 

No. 

No. 

5% of the value 
of the total bid. 

5% of the value 
of the total bid, 
or sub-bid. 

5% of the value 
of the total bid, 
or sub-bid. 





100% payment 



' ' The advertising procedures listed pertain or<y to the request for qualificatiwis. Within 14 days of the comf^etion of the prequalification 
evaluation process, you are required to post a notice hi your jurisdiclion. and on Comm-PASS listing those general and sub-bidders who have 
been prequalified. A copy of the notice must be sent via first dass mail, postage pre-paid to all prequaiified general and sub-contractors along 
wflth an invitation to bid. The inwtation to bid must have a deadline of at least two weeks. You may only solicit t»ds from those contractors that 
have been prequalified. 

If you decide to use the optional prequalification process fw^woifects over $100,000, follow the procedures listed in the “Over $10,(X)0,000" 
column. 
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bond. 

bond. 

bond. 

bond. 

Performance 

Bond 


No. 

No 

100% 

performance 

bond. 

100% 

performance 

bond. 

Prevailing 

Wage 

Yes. 

Yes. 

Yes. 

Yes. 

Yes. 

Contractor 

Evaluation 

No. 

No. 

No. 

Yes. 

Yes. 
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M.G.L. c. 30, §39M 

PUBLIC WORKS (NON-BUILDING) CONSTRUCTION 


Estimated Contract 
Amount 

$10,000 and under 

Over $10,000 

Procurement 

Procedure 

No. 

Sealed bids. 

Advertising Required 

No. 

Advertise once in the Central Register 
and your local newspaper at least two 
weeks before bids are due. and post 
a notice on your jurisdiction’s bulletin 
board tor one week before bids are 
due. 

DCAM Certification 

No. 

No. 

OSHA Training 

No. 

Yes. 

City/Town 

Prequalification 

No, 

No. 13 

Filed Sub-bids 

No. 

No. 

Bid Deposit 

No. 

5% of the value of the total bid. 

Payment Bond 

50% payment bond, if project cost 
is more than $2,000. 

50% payment bond. 

Performance Bond 

No. 

No. 

Prevailing Wage 

Yes. 

Yes. 


M.G.L. C.30B alternative procurement procedure referenced from M.G.L. c.30, 
§39M{d). 

PUBLIC WORKS (NON-BUILDING) CONSTRUCTION 


Estimated Contract 
Amount 

Over $10,000 up to $25,000 

Procurement 

Procedure 

Sealed bids. 

Advertising Required 

Advertise once in your local newspaper at least two weeks before bids are 
due, and post a notice on your jurisdiction's bulletin board tor at least two 
weeks before bids are due. M.G.L. c.9, §20A requires an advertisement in 
the Central Register. 


” Although M.G.L. c.30. §39M does not mandate a contractor prequalification process, prequalification of bidders by the 
Massadrusetts Highway Department is required for contracts of $50,000 or more where the awarding authority receives State Aid 
funds under M.G.L. c.90, §34. orfrte work is on a state road, regardless ofvi^ther the awarding authority receives State Aid funds 
under M.G.L. c.90, §34. 
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DCAM Certification 

No. 

OSHA Training 

Yes. 

City/Town 

Prequalification 

No. 

Filed Sub-Bids 

No. 

Bid Deposit 

No. 

Payment Bond 

50% payment bond. 

Performance Bond 

No. 

Prevailing Wage 

Yes, 


M.G.L. C.7, §§38Ay»-0 PUBLIC BUILDING PROJECTS 
DESIGN SERVICES 


Cities. Towns. Regional School Districts, and Horace Mann Charter Schools''*'^'*' 


Estimated 

Construction Cost 
Design Fee* 

$100,000 or less * 

Over $100,000* 

Procurement 

Procedure 

No. Recommend soliciting 
qualifications and prices from at 
least three designers. 

Qualifications-based selection 
process. Jurisdiction must either set 
the design fee or set a not-to-exceed 
fee limit and negotiate the fee wUh the 
top-ranked designer within the fee 
limit. 

Advertising Required 

No. 

Advertise once In the Central Register 
and your local newspaper at least two 
weeks before the deadline for filing 
applications. 

Designer Selection 
Board 

No. 

Registration and application. 


'* Cities. Towns, School Districts, and Horace Mann Charter Schotts are required to adi^t their own procedures for selecting 
designers for building projects. These procedures must conform to the purposes and intent of the designer sdection process as 
outlined in M.G.L. c.7, §§38AVS*0 and noted herein. See the Mode/ £?es^ner Se/ecfron Procedures for Municipalities and Other 
Local Public Agencies developed by this office at httD://www-mass-qov/iQ/Dubl/dsfaQuide.htm . 

Housing Authorities must follow the procexlures estabfished by the D^artment of Housing and Community Develcnsment for 
design of slate-funded housing. 

Executive Departments of the CcHnmonv^realtti and Commonwealth Charter Schools are subject to the jurisdiction of the Designer 
Selection Board vrfien the design fee is $10,000 or more and the ccMistructkm project is estimated to cost $100,000 or more. 
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Designer Evaluation 
(Submit to DCAM and 
Designer Selection 
Board) 

No. 

Yes. 

Registration 

No. 

Yes, by Board of Registration in the 
appropriate discipline. 

Insurance 

No. 

10% of the total cost of the project or 
$1 million, whichever is less. 

Prevailing Wage 

No. 

No. 


* Design Fee: The Designer Selection Board recommends that when there Is no estimated cost of 
construction, the designer selection procedures should be followed if the design fee is $10,000 or 
more. For practical purposes, the design fee should not exceed 10% of the estimated cost of 
construction. 


M.G.L. C.30B Procurement of Supplies and Services 


Estimated 

Contract Amount 

Under $5,000 

$5,000 to $24,999 

$25,000 and over 

Procurement 

Procedure 

Sound business 
practices. 17 

Solicit three written 
or oral quotes. 

Sealed bids or proposals. 

(M.G.L. c.30B,§§5 or 6). 

Advertising 

Required 

No. 

No. 

Advertise once in a newspaper 
of general circulation at least 
two weeks before bids or 
proposals are due, and post a 
notice on your jurisdiction's 
bulletin board or website for two 
weeks before bids or proposals 
are due. If $100,000 or more, 
advertise once in the Goods 
and Services Bulletin. 

Award contract to: 

Responsiblel 8 
person offering a 
competitive price. 

Responsible 
person offering the 
lowest price. 

Under §5, the responsivelS 
and responsible bidder offering 
the lowest price. Under §6, the 
most advantageous proposal 
from a responsive and 
responsible proposer taking into 
consideration price and 
evaluation criteria. 


This office interprets sound business practices to mean periodicaBy checking price tists or seeking price quotes to ensure that you 
are receiwng a competitive price for the supply or service, 

'® M-G L. C.30B, §2 defines a responsible bidder or off«’or as “a person who has the capability to perform fully the contract 
requirements, and the integrity and reliability which assures good faith performance.” 

M.G.L. C.30B, §2 defines a responsive bidder or offeror as “a person who has suixnitted a bid or proposal which confonns in all 
respects to the inwtation for bids or request for proposals." 


Fetxuary 2009 


Appendix 
Page 446 of 464 



























726 


Mobilization for Federal Economic Recovery Infrastmcture Investm^tt Report 






Written ContractZO 

No. 

Yes. 

Yes. 

Maximum Contract 
Term21 

Three years, 
unless majority 
vote authorizes 
longer. 

Three years, unless 
majority vote 
authorizes longer. 

Three years, unless majority 
vote authorizes longer. 


MG.L c JOB, § 1 7(a) slates ‘'AH contracts in the amount of |$5,000J or more shall be in writing, and the governmental body shall make no 
payment for a supply or service rendered prior to the execution of such ccrntract." 

■’ MG.L. c JOB, § 12(b) states “Unless authorized by vote, a procmemmit officer shall not award a contract for a term exceeding three 

years, including any renewal, extension, or option” 
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Appendix 4B: Procedures for Good Faith Efforts 
PROCEDURES FOR GOOD FAITH EFFORTS 

Objective of Good Faith Efforts 

Good faith efforts are those that, given all relevant circumstances, a bidder/offeror actively and 
aggressively seeking to meet a DBE goal would make. The bidder/offeror must show that it took all 
necessary and reasonable steps to achieve the DBE goal, which by their scope, intensity and 
appropriateness to the objective, could reasonably be expected to obtain sufficient DBE participation, 
even if they were not fully successful. Only those efforts made prior to the award stage will be considered 
for evaluation of good faith efforts. 

To award a contract to a bidder/offeror that has failed to meet the DBE contract goal as stated in that 
specific solicitation, the MBTA would decide whether the contractor made “good faith efforts" to actively 
and aggressively seek DBEs to meet the established goal. In determining whether good faith efforts have 
been made, the MBTA will consider on the basis of documentation timely submitted, the quality, quantity 
and the intensity of the different types of efforts that the bidder/offeror has made, 

Procedure/Steps 

The MBTA considers each of the listed steps particularly significant in evaluating a bidder’s good faith 
efforts. The kinds of efforts that are considered demonstrative of good faith efforts include, but are 
not limited to, the following: 


1. Pre-bid meetings/advertising/written notices. A bidder’s or offeror’s failure to solicit through all 
reasonable and available means (e.g. pre-bid meetings, advertising and/or written notices) the 
interest of all certified DBEs who have the capability to perform the work of the contract, may be 
considered adversely by the MBTA in assessing good faith efforts. Advertisements and written 
notices should be placed in minority and/or women trade association's newspapers or other media 
that can reasonably be expected to reach DBE firms. The bidder/offeror must determine with 
certainty it the DBEs are interested by taking appropriate steps to follow up initial solicitations. 

2. Identifying portions of the work/Letters. The contractor is expected to select portions of the work 
to be performed by the DBEs in order to increase the likelihood that the DBE goals will be achieved. 
This includes, where appropriate, breaking out work items units to facilitate DBE participation, even 
when the prime contractor might otherwise prefer to perform these work items with its own forces, 

A bidder or offeror is expected to solicit sub-bids by mailing on a timely basis, registered or certified 
letters to DBE firms qualified to perform those categories of work which the bidder is willing to 
subcontract. The letter will clearly identify the portions of work and also offer to breakdown more 
portions that are economically feasible to facilitate DBE participation. The letter may also offer 
assistance with regard to bonding and insurance requirements, where applicable, and/or financing 
(e.g, lines of credit). Other assistance may include: contacting bonding and insurance companies of 
behalf of DBEs; arranging with sureties incremental or phased bonding for the DBEs; paying for the 
cost of the bond or insurance; and waiving bond or other requirements. 

Bidders will use the Massachusetts Unified Certification Program (MUCP) known as SOMWBA as a 
source of DBEs for solicitation. In addition to this mandatory requirement to use the MUCP database, 
bidders are encouraged to use the services of minority and women community organizations in order 
to identify certifiable DBEs for work under the contract. 
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3. Adequate information and follow-up by Primes Contractors. Prime contractors/bidders/offerors 
are expected to provide DBEs with adequate information about the plans, specifications, and 
requirements of the contract in a timely manner to assist them in responding to a solicitation. Follow- 
up activity by the Prime must be documented by telephone logs or other written documentation which 
provide: 

• Type of contact, e.g. telephone call, visit, letter. 

• Name of person who made contact and name of person and firm contacted; telephone, and 
date of contact 

• Response from the firm contacted 


Responses from interested DBEs. Bidders will submit records of responses, proposals and/or 
bids received from DBEs, which will include; 

• Names, addresses and telephone numbers of all DBEs that responded to the bidder’s 
solicitation 

• All responses, proposals, or bids received and whether these were in writing or verbal. If 
written, copies of such responses must be submitted 

• The date each response was received. 

4. Negotiating in good faith. It is imperative that the bidder negotiates in good faith with interested 
DBEs. A summary of all communications and negotiations between the bidder and the DBE should 
be documented by the bidder. It is the responsibility of the bidder/offeror to make a portion of the 
work available to the DBE subcontractors and suppliers and to select these portions of the work or 
material needs consistent with available DBE subcontractors and suppliers, so as to facilitate 
participation. Evidence of such negotiations includes: names; contact information of DBE 
considered; information regarding plans for the work selected for subcontracting; and evidence as to 
why additional agreements could not be reached for DBEs to perform the work. 


S. Equipment/Supplies/Materials. Contractors may make efforts to assist interested DBEs in 
obtaining necessary equipment, supplies, materials, or related assistance or services. 


6. Other Bidders. Whether other bidders on the procurement met the DBE goal in itself is not 
determinative but may be instructive. 


7. Other Efforts. Each bidder/offeror may include in the information submitted any other efforts made 
to meet the DBE goal that are not listed above. 
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Appendix 4C: Streamlined Design Services Procurement Process 

STREAMLINING THE PROCESS FOR PROCUREMENT OF DESIGN SERVICES 

Objective: Make the procurement process for study design services and final design services more efficient. 

Why is it needed: 

The process is currently too cumbersome in two areas; 

1) Continuation Services 

• currency DCAM and the DSB use a two step process in order to have a designer appointed to perform the 
continued sers^ces of final design where that firm already performed the study 

• this process can be reduced to one step saving time and unnecessary work to accomplish the same goal 

• experience shows that the firm selected for the study is almost always asked to continue on to perform 
final design services 

• note: G. L c. 7, section 381 requires the DSB to approve continued or extended services (both defined) 
and the recommended course of action below wHI not affect that section 381 

2) Study Certification 

• currently the process of contracting with a designer to perform final design services on a building project is 
being delayed by the requirement that there be a completed certified study by the DCAM commissioner in 
place, before moving forward with encumbering fur>ds, signing a contract and authorizing the designer to 
proceed 

• where the certification of a study is a formality, significant time can be saved by allowing the final design to 
proceed upon completion of the basic elements of the study (to be determined by DCAM commissioner) 
and sign off by the user agency 

What is needed: * 

1 1 Continuation Services 
Administrative Change 

• DSB to combine procurement process of study and final design services by specifying in the study 
design advertisement, that when the DSB ranks and chooses the finalists for study design services, 
this also constitutes the DSB's approval of continuation to final design services unless the DCAM 
commissioner determines otherwise 

• this will require a change to the statutory quorum requirements because the DSB will be acting on 
larger projects at the outset (see next bullets) 

Proposed Legislation 

• G.L. c. 7, section 38F (d) calls for three “classes" of projects differentiated by size and complexity and 
each class of project has a different quorum requirement for the DSB to act 

• The separate classes of project are not necessary and section 38 (d) should be deleted 

• The DSB should be bound by only one quorum requirement for simplificafion of the process 

• Set the quoaim for all project at six m^bers - this will be a reduction from nine which was the 
quorum for the largest and most complex projects - but require that four of the six must be architects 
or engineers 

• The Regulation at 81 1 CMR Section 4.01 and sequence, which addresses the “classes” of projects 
referenced In the above bullets must be repealed 

2) Study Certification 

• Administrative change - DCAM to determine earliest time possible to proceed with final design 
services for commissioner to authorize proceeding, i.e., minimal study components for schematic 
design that that should be included for User Agency, Programming Director and DCAM 
Commissioner Sign-off: DCAM confirmation of the need for the proposed project; Building Space 
Program with Adjacency Diagrams; FeasIWIity and constructability analysis; Proposed Scope of 
construction with alternatives considered; Implementation Schedule; Cost Estimate 

• Legislation - In G.L. c. 29, section 7K eliminate the study certification formality requirement in item (d) 
of 7K. which requires that the DCAM commissioner certify in writing to the commissioner of 
administration that the study is complete and appropriate, and add a provision stating that the 
contract for design may be awarded upon satis^ctory completion of the basic elements of the study, 
in the DCAM commissioner’s discretion. 

* Items affecting the DSB have been vetted through and are hilly endorsed by the DSB 
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Appendix 4D: Centralized Prequalification for Construction Manager at Risk Firms 

Statewide Centralized Prequalification for 
Construction Manager at Risk Firms 

Existing Law: Under GL c 149A, each awarding authority, on a project by project basis, undertakes 
its own time consuming, labor intensive, two phase procurement process to: 1) prequalify or reject 
firms seeking prequalification; and 2) seek both non-price and price proposals from those firms it 
prequalified. This proposal would centralize the first phase, the prequalification of the CMs on a non- 
project specific basis, with the Division of Capital Asset Management (DCAM). 

Proposed Legislation: The proposed legislation would authorize DCAM to issue a statewide 
Request for Qualifications to prequalify firms for CM at Risk projects undertaken by various awarding 
authorities across the Commonwealth. Annually DCAM would initiate the statewide CM Request for 
Qualifications process, generally following the current requirements of GL c,149A, except that it would 
not be tied to any particular project or project schedule, and the scope of services would be broad to 
be later refined by the awarding authority at the RFP stage. DCAM would advertise the RFQ, require 
submission of materials consistent with existing law, apply the same criteria it currently uses 
consistent with existing law and firms would be required to have prior CM at Risk experience. The 
statewide list of prequalified firms would be valid for one year from its issue, with firms required to 
reapply on an annual basis.* Only those firms appearing on the centralized statewide list of 
prequalified CMs would be able to submit proposals to individual awarding authorities as those 
awarding authorities undertake procurements for individual CM at Risk projects. 

Awarding Authorities undertaking the CM at Risk Request for Proposals process could accept 
proposals from firms on the Statewide List of Prequalified CMs. At the RFP stage awarding 
authorities would generally follow the current RFP process, advertising the project and in the RFP 
identify project specific qualifications or experience, specifics of the project, and the scope of 
services. Valid DCAM Certification as well as an Update Statement would be required at both the 
RFQ and RFP stages and awarding authorities would select CMs utilizing the criteria consistent with 
the existing law, including similar project experience. 

Advantages: Under the proposal there would be one statewide list of prequalified CMs for 
Massachusetts CM at Risk projects. It would relieve individual awarding authorities from having to 
undertake the repetitive and time consuming task of prequalification on a project by project basis and 
the relieve CM firms from having to submit voluminous and repetitive materials to each awarding 
authority on a project by project basis. At the six month point the statewide list could be opened up if 
new firms want to apply for addition to the list, and if deemed prequalified would be added to the list 
until the next annual statewide prequalification is undertaken by DCAM. 

'DCAM does not believe grouping firms by type of projects or size of projects at the RFQ stage for 
developing the centralized statewide list is necessary and that one master list of prequalified firms is 
sufficient. Awarding Authorities will identify project specific prior experience requirements in the RFP, 
and at the RFP stage a firm’s DCAM Certification, single project limit and aggregate project limit will 
serve to also ensure that they are not applying for projects which may exceed their prior experience 
or capacity. 
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Appendix 4E: Proposed “Condensed” Prequalification Process 

Proposed “Condensed” Prequalification Process 
For Vertical Construction Projects 

The following is a proposal for a Condensed Prequalification Process for use during the Federal stimulus 
period. In making this proposal, significant consideration has been given to the required balance needed 
between the urgent economic priority of expediting “shovel-ready" projects in order to get both people and 
businesses in the Commonwealth back to work and the critical need to protect the public interests and 
maintain quality and accountability in the selection of contractors and subcontractors eligible to perform 
work on public construction projects. 

This proposal does not eliminate the current prequalification process required in M.G.L. c. 149, §§ 44DV5 
and 44D14 and 810 CMR 9.00 and 810 CMR 10,00 for projects with an estimated construction cost of $10 
million or more. Instead, this proposal is intended to provide awarding authorities with the OPTION to 
conduct an abbreviated process, in lieu of the current required process, providing certain requirements 
are met. 

Highlights of the proposed Condensed Prequalification Process “option" created by this proposal are 
below: 

1 . Awarding authorities opting for the Condensed Prequalification Process shall be required to utilize 
a standard RFQ that includes specific requests for submission of information on all statutory 
criteria not othenwise included in the DCAM Certification review process, (see attached chart) 

2. Awarding authorities opting for the Condensed Prequalification Process shall have an affirmative 
obligation to review the DCAM Certification files and must certify in writing that they have 
reviewed the DCAM Certification tiles for all current prequalification criteria identified as 
duplicative with the DCAM Certification review process, (see attached chart) 

3. By requiring the prequalification committee for awarding authorities conducting the Condensed 
Prequalification Process to affirmatively review the DCAM Certification files and certify in writing 
that Prequalification Committee has taken that step, the proposed process provides the awarding 
authority with critical information regarding an interested general contractor or subcontractor’s 
public project record. In addition, a prequalification committee will have access to any new 
information that may have arisen since the most recent annual DCAM Certificate of Eligibility was 
issued, including information submitted by third parties or other public owners regarding any 
updates on contractor performance on public projects 

4. DCAM will revised its Update Statement form, required by contractors at both the prequalification 
and bidding stages of procurement, to now require the contractor to provide the required 
“updates" back to the date of its application for certification or re-certification rather than from the 
date of the last certificate issued. This is intended to fill a noted gap in reporting by contractors 
identified between the time a contractor applies for certification and when it has a certificate 
issued. By revising this reporting requirement, contractors will have to report information that 
may have occurred (i.e. fines, law suits, penalties, terminations, etc.) since submitting its 
application for DCAM certification. 

5. DCAM will revise its Contractor Evaluation Form required pursuant to M.G.L. §44D(7) and 
§440(16) to include additional "certification" language that requires awarding authorities and 
owner's project managers preparing the required Contractor Evaluations to state the following: 

I hereby certify that this project evaluation was not the subject of any 
negotiation, close-out, or settlement of the subject project or related 
thereto and that no compensation or consideration (either financial or 
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additional work ort this prefect or otherwise) was given to the awarding 
authority or me in connection with its preparation or the opinions 
contained herein. 
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Appendix 4F; Energy Service Contracts - Solicitation from Three Prequalified 
Firms 

Energy Service Contracts - Solicitation from Three Preaualified Firms 


Current Law: 

M.G.L. c. 25A, §1 1C authorizes the procurement of an energy services contract with one company that 
provides a combination of services including energy audits, design, financing, construction, and 
maintenance services. DCAM conducts the procurement process for these combined services by 
issuance of a publically advertised request for proposals ("RFP") seeking proposals from DCAM Certified 
energy service companies (ESCOs). Currently, §1 1C requires DCAM to publically solicit proposals from 
all DCAM certified ESCOs. 

In response to the RFP, ESCOs conduct a preliminary review of the designated facility and provide 
proposals to DCAM (and its client user agency) offering to perform certain energy conservation measures 
(lighting, cogen, boilers, etc) at the designated client facility. The RFP process often results in multiple 
proposals which can vary significantly on the type and scope of recommended energy conservation 
measures. Proposals are evaluated through a competitive process on the basis of cost, quality and 
energy savings. The proposal and evaluation process is complex and time consuming and, depending on 
the size and nature of the facility, it can takes approximately 3 months to complete an analysis of the 
recommended measures and determine what proposal is in the best interest of the user agency. 

Contracts are then jointly executed by selected ESCO, DCAM, and respective user agency. 

This RFP procurement process for energy service contracts is not subject to the Designer Selection 
Board or the procurement processes specified in M.G.L. c. 149 but governed by Chapter 25A. 

Proposal: 

This proposal is to amend M.G.L. c. 25A, §11C to allow DCAM the option to establish a prequalification 
process that would allow DCAM to create a prequalified list of ESCOs to work on public projects in the 
Commonwealth (which includes DCAM and all public agencies). In addition, this proposal requires further 
amendment to M.G.L. c. 25A, §1 1C to allow DCAM and its user agencies to issue the RFP to a minimum 
of 3 prequalified ESCOs rather than the universe of DCAM certified and qualified ESCOs, providing the 
awarding authority certify that the selection of ESCOs from which proposals solicited was made in a fair 
and equitable manner without influence or negotiation with any ESCO. Specifically, it would allow DCAM 
to streamline the current RFP, proposal, evaluation and selection process by issuance of an annual RFQ 
intended to prequalify ESCOs, This would be as an alternative to the current requirement to seek 
proposals from all DCAM certified ESCOs for a particular project. By limiting the pool of ESCOs to 3 
firms, DCAM and the user agency can reduce the time required to review and evaluate the energy 
conservation measures offered in the proposals. 

The process of prequalifying approved ESCOs and inviting only a limited number of ESCOs to submit 
proposals through an RFP process is not a novel concept. It is being utilized at Federal facilities and 
several states and is endorsed by the Energy Services Coalition, which is a national nonprofit 
organization composed of a network of experts from a wide range of organizations working together at 
the state and local level to increase energy efficiency and building upgrades through energy savings 
performance contracting. 


Advantages: 

The advantage of this proposal would be to streamline the selection process for qualified ESCOs and 
expedite the installation and implementation of energy and cost savings measures. It would also result in 
higher quality proposals from ESCOs because ESCOs would know that only a limited number of firms 
have been asked to participate in the proposal process for each facility. This would also reduce costs 
associated with the RFP and proposal process which currently requires DCAM and its user agencies to 
dedicate resources to review multiple proposals (which have various engineering and technical 
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components) from multiple ESCOs and determine the best fit for facility. It would further reduce costs for 
ESCOs currently spending the time and money to prepare proposals where the chances are limited for 
selection. The proposal evaluation process and selection could be shortened and more focused. 


February 2009 


Appendix 
Page 455 of 464 



735 


Mobilization for Federal Economic Recovery Infrastoicture investm^t Report 


Appendix 5: State Facilities and Courts 

Division of Capital Asset Management (DC AM) 
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Department of Housing and Community Development (DHCD) 
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Department of Conservation and Recreation (DCR) 
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Firms 
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Administrative Office of the Courts 


— 

Responsibihties 

Projecls > 
$1M 

Projects < 
S1M 

AOTC 




Contract Attorney 

Administer the contracting process / study 
design 

Construction, etc. Coordinate the operation 
of bid room. 



Engineer 

Manage technical aspects of projects 
through the various phases of study-design- 
construction; work with DCAM, House 

Doctors 
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Project Manager 

Provide onsite project supervision; reporting 

prevailing 
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Administrative 

Coordinator 

Process 1 maintain required documents, 
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Administrators 
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Engineer (Preferably 
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Manage technical aspects of projects 
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Administrative / 

Procurement 

Coordinators 
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Appendix 6: Workforce 

The following questions and answers were compiled after discussions with members across various 
Task Forces. This information provides a summary of the key thoughts emerging in each of the areas 
discussed above. 


School Building Upgrades 


1 Question 

Response j 

It Federal Act money 
becomes available for 
this industry what will 
be your Initial/short- 
term workforce needs? 

Primarily building trades workers: plumbers and gasfitters, 
electricians, carpenters, masons, roofers. Also, steelworkers, heavy 
equipment operators, refrigeration and boiler technicians, truck 
drivers, laborers. 

Is there a ready supply 
of workers or are there 
specific areas in which 
you anticipate 
shortages? 

There are a significant number of unemployed skilled trades 
workers (masters and journeymen). However, there might be a 
need for additional apprentices and laborers, as well as additional 
graduates from vocational technical and proprietary training 
programs. 

Kinds of occupations 
and skills needed, 
including certification 
and licenses? 

Many of the occupations are licensed (electricians, plumbers and 
gas fitters, pipefitters, refrigeration and boiler technicians, heavy 
equipment operators, truck drivers) 

Are there existing 
training vendors who 
you hire from or use to 
upgrade skills? 

If projects require union contractors, the labor source is union hiring 
halls and the unions provide training. If projects do not require union 
contractors, the labor sources are varied (local relationships, 
advertisements) and the training system varies from vocational 
technical schools to proprietary training schools to OJT. 


Broadband Access 


Question 

Response 

If Federal Act money 
becomes available for this 
industry what will be your 
initial/short-term workforce 
needs? 

Primarily telecommunications, or data network installers, 
including line installers. Will also require sub-contractor 
supplied construction workers engaged in laying cables or lines 
underground or above ground; and/or wireless towers. 

Is there a ready supply of 
workers or are there 
specific areas in which you 
anticipate shortages? 

There are a significant number of unemployed construction 
workers available. 
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Question 

Response 

K/nds of occupations and 
skills needed, Including 
certification and licenses? 

Regarding telecommunications installers, including line 
installers, there were 1450 fewer workers employed in 2007 
(8850) compared to 2001 (10,300). While they may not be 
unemployed, they may be willing to come back into the 
industry. It is possible that any workers coming into the 
industry will require to be trained on the current and specific 
technologies being used. 

Are there existing training 
vendors who you hire from 
or use to upgrade skills? 

Communications Workers of America and the International 
Brotherhood of Electrical Workers (IBEW) haye apprenticeship 
programs and also Joint programs at community colleges. E.g., 

A consortium of twenty-three colleges in Northeastern states 
an A.A.S. Telecommunications Technology degree program for 
Verizon technicians Titled Next Step, the degree program was 
developed in partnership with Verizon and its Technical 

Unions; CWA (Communications Workers of America) and 

IBEW (International Brotherhood of Electrical Workers). 

Utilities Workers Union is starting a training program in Hyde 

Park and is a partner in a program at Bunker Hill CC in 
partnership with NSTAR. Traditional companies with an AT&T 
heritage, such as Verizon are union shops, many competing 
companies are non-union. 


Energy Efficiency 


1 Questions 

Responses I 

If Federal Actmoney 
becomes available for this 
industry what will be your 
Initial/short-term workforce 
needs? 

Very difficult to determine prior to some kind of estimation of 
scope of work, number of sites, type of sites. But can move 
quickly to develop a tight estimate as stimulus information is 
available. 

Is there a ready supply of 
workers or are there 
specific areas in which you 
anticipate shortages? 

There may a good supply of workers available, although many 
will need skill upgrades. Weatherization of buildings to bring 
them up to EE standards has some specific skill sets attached 
to it (such as “air blower door testing’ and use of an infrared 
camera to determine where heat leaks are) that are 
specialized to this work. Some additional workers will also be 
needed, but we cannot yet quantify how many. 

Kinds of occupations and 
skills needed. Including 
certification and licenses? 

General Contractors - General Laborers 

Construction Equip Operators 

Roofers - Siding - Windows and door installation -Painters 
Insulation Workers 


Demolition and renovation experts 

Electricians 

HVAC - Plumbing 

Industrial Truck Drivers 

Construction Managers 

PV Installation 

Energy auditors/job estimators 
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Questions 

Responses 


Building Inspectors 

Architects 

Engineers 

Am them existing training 
vendors who you hire from 
or use to upgrade skiils? 

Cape Cod Community College and Greenfield Community 
College: potentially the “Clean Energy Institute" being 
developed by CSG; most workers in these areas are trained by 
unions or employers through OJT. There are also a number of 
vocational technical schools with evening programs on energy 
efficiency. 


Electronic Medical Records 


Question 

Response 

If Federal Act money 
becomes available for this 
industry what will be your 
initial/short-term workforce 
needs? 

Health Care Information System vendors would need 
programmers, sales and technical support staff, and trainers 

Health care providers would need programmers (for 
conversion, IT staff for updates on software, trainers for new 
and ongoing staff training needs 

Manv acute care hosoitals have alreadv imolemented 

Eiectronic Medical Records (EMRs). Their needs are in 
ongoing training for current staff in utilizing EMRs, IT Help 

Desk staff to assist in use of software, and 
programmers/software developers to add enhancements and 
address changes in EMRs for increased efficiency and 
usefulness as well as use EMRs for management infonmation 
purposes. 

Is there a ready supply of 
workers or am there 
specific areas in which you 
anticipate shortages? 

Programmers for design, enhancement and records 
conversion. There doesn’t seem to be a iack of programmers 
now, but there might be some retraining needs depending on 
the system. Same for trainers and 'help desk" staff. 

On an ongoing basis, clinicians, assistants and administrative 
staff will enter data, so no need for new staff. Where physicians 
utilize voice recognition transcription services, may utilize 
“correctionists" for editing. No articulated tremendous need for 
new staff. 

Kinds of occupations and 
skills needed. Including 
certification and licenses? 

Health care providers need trainers to teach staff how to use 
EMR. help desk staff for software usage, IT staff for ongoing 
development /system changes to address utilization of 
software. For programmers and IT staff, may be a need for 
training in specific systems and languages but no 
licenses/certifications identified. Providers also need staff to 
develop and implement legal protocols for usage of EMRs with 
respect to HIPAA and other legal and internal policy 
considerations. Staff with ongoing responsibility for using 

EMRs need the following competencies: “indexing" (or naming) 
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1 Question 

Response 


the document, and quality control of data entered, basic 
computer skills, keyboard and data entry, typing, encrypting 
and sending records to other providers. 

Health Care Information System Vendors need 
programmers/software engineers (generally college-level 
educated), sales staff (look for relevant work experience and/or 
bachelor's level education), trainers (same preparation as 
sales staff), and technical support staff (usually with experience 
in software and hardware support). 

Are there existing training 
vendors who you hire from 
or use to upgrade skills? 

Vendors generally hire programmers who have relevant work 
experience and then train them in the specific application. 

Same for sales, support and training staff. 


The Division of Occupational Safety fPOSl administers the law referencerj in the Workforce section 
of this document, and ijetailed further below (G.L. c. 149. SS 26 and 27. et. Sea); 

The infrastructure projects (building and transportation projects) associated with the Federal Act will 
all be subject to the Massachusetts prevailing wage law. The Division of Occupational Safety (DOS) 
administers that law (G.L. c. 149, §§ 26 and 27, et. Seq), with relevant portions shown below: 

Prior to awarding a contract for the construction of public works, said public official or public body 
shall submit to the commissioner a list of the jobs . . . and shall request the commissioner to 
determine the rate of wages to be paid on each job. . . . The Commissioner . . . shall proceed 
forthwith to determine the same, and shall furnish said official or public body with a schedule of 
such rate or rates of wages as soon as said determination shall have been made. In advertising or 
calling for bids for said works, the awarding official or public body shall incorporate said schedule In 
the advertisement or call for bids bv an aporopriate reference thereto, and shall furnish a copy of 
said schedule, without cost, to any person requesting the same . Said schedule shall be made a 
pari of the contract for said works and shall continue to be the minimum rate or rates of wages for 
said employees during the life of the contract. G.L c. 147, § 27 


‘ United States Small Business Administration, www.census.govferxd/www/smallbus.html from Janneke Ratdiffe, Center for 
Community Capitalism, University of North Carolina at Chapel HK, "Who Counling? Measuring Social Outcomes from Targeted 
Private Equity." Small Business Lending Survey, 2007 Spending Esiimates. Tower Group 
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A Second Opinion on the Stimulus 

Earlier this year, Congress was quick to pass the American Recovery and Reinvestment Act, or stimulus 
bill that promised to jumpstart the economy and put Americans back to work by spending $787 bilhon 
on “shovehready" projects across the country. 

There was no question that the nation’s economic condition demanded bold action. Nor is there any 
question that the massive amount of stimulus spending so far has created some new jobs. Yet, as recent 
statistics have shown, the jobs that may have been created or saved from the stimulus are not offsetting 
the millions of jobs that our economy is still hemorrhaging. In my estimation. Congress chose the wrong 
approach to stimulating the economy by spending money we don't have on things we don’t need. Real 
stimulus includes lowering the tax and regulatory burden on hardworking families and businesses, 
which creates good jobs for the long term. 

Unemployment soared to 9.4 percent in May 2009, according to the Bureau of Labor Statistics (BLS), 
with 14.5 million Americans now out of work. These numbers are staggering, but may actually be too 
low. BLS also reports that “true unemployment" could be as high as 16.4 percent when adjusted for all 
workers that would like to work full time but are discouraged from doing so.* Behind these statistics are 
stories of families trying to make ends meet without a steady pay check, and even those who have not 
lost their jobs are anxious about their own financial situation, as well as the future that they can expect 
for their children and grandchildren. 

It is fair to say that these statistics do not tell the full story of the stimulus. Taxpayers have a lot of 
questions about how the stimulus is working and they deserve answers. 

For example, what kinds of jobs are being created? Are these permanent jobs or seasonal and temporary 
jobs that will soon be gone when the project is completed? What are the merits of projects being funded 
with stimulus dollars? Will these projects make real improvements in the lives of taxpayers and 
communities or are they simply pet projects of politicians and lobbyists that never got off the ground 
because they are a low priority? Are some stimulus projects actually making matters worse for ordinary 
Americans? 

Taxpayers would not be shocked to hear that millions of dollars of stimulus money are being wasted, but 
they might be shocked to leam the answers to these questions. After a review of thousands of projects, it 
is fair to claim that there are some successes, but there are also places where we need to do better. 

Earl Devaney, head of the Recovery Act Accountability and Transparency (RAT) Board, estimates that at 
least $55 billion of the money may be lost to waste, fraud and abuse.'* Unfortunately, we all have come to 
expect waste and mismanagement when Washington spends money. But this time the expectation must 
be different. When ordinary Americans are laid off or lose their jobs, they are losing more than just 
income. They are losing their health insurance, as well as their ability to pay their mortgages, to send 
their kids to school, or even provide necessities like food and shelter. 

This report is an attempt to look beyond the statistics of jobs created or even money wasted. It, instead, 
provides a closer examination of 100 projects, programs and missteps - worth $5.5 billion - some even in 


' Bureau of Labor Statistics. “Table A'12. Alternative measure <rf labor utilization," June 5. 2009, 
http://vv\\^'.bls.gov/ncws.reicase/cmpsit.tI2.htm - 

■ King Jr., Neil, “Watchdog Over Stimulus Spending Toes a Delicate Line," IWill Street JOHnial, March 9, 2009, 
http://online.wsi.com/article/SB12362739940i34I865.htnil . 
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my own home state of Oklahoma, that are likely to fail the expectation of out of work Americans who 
were hoping this bill would create good jobs that they are desperately seeking so that they can provide 
for their families once again. 

I plan on issuing additional reports on stimulus projects in the months to come in the hope that by 
keeping government accountable, we can provide the most value for taxpayers. 


Tom Coburn, M.D. 
U.S. Senator 



750 


100 Stimulus Projects; A Second Opinion 


Introduction 


By offering 100 examples of questionable stimulus projects, worth $5.5 billion, this report does not 
attempt to prove that the stimulus is not working. Rather, the intent is to educate taxpayers, 
policymakers and the media on lessons that can be learned from some of the early missteps and prevent 
other questionable projects from moving forward. 

As Congress debated the stimulus bill in February, there were significant concerns that billions of dollars 
would be wasted and the bill was rushed to passage without a single member of Congress reading it. 

Even Vice President Joe Biden, who was charged with heading up the stimulus implementation, said on 
June 2, “Some people are being scammed already.”’ 

Shortly after it passed, the Vice President warned of the challenges facing the government in the short- 
term when he said, "Six months from now, if the verdict on this effort is that we’ve wasted the money, we 
built things that were unnecessary or we’ve done things that ate legal but make no sense, then folks don’t 
look for any help from the federal government for a long while.”"' All around the country , just such a 
pattern is starting to develop, making some Americans think twice. A new Rasmussen poll released on 
June 10 shows that 45 percent of taxpayers want to halt all of the remaining unspent stimulus funds, 
while only 36 percent want to continue.’ 

In Florida, local officials are using $128 million in stimulus money for a bridge project that has been hotly 
debated for more than 20 years by locals who see it as unnecessary and a waste of money. Known as the 
Indian Street Bridge, it would connect the communities of Stuart and Palm City even though an existing 
bridge connects the two only a quarter of a mile away. Even the bridge’s shovel-ready status has been 
called into question since construction cannot begin until the needed parcels of land are purchased, 
which is not expected to happen until 2011, 

In Perkins, Oklahoma, residents are literally paying the price for the “free” stimulus dollars provided by 
the American Recovery and Reinvestment Act. Perkins is receiving $1,445 million from a federal stimulus 
grant for new wastewater treatment plant. As a condition of accepting those funds, the town must 
comply with a number of federal requirements. These federal restrictions have increased the total cost of 
the project from $5.26 million to $7.2 million, offsetting any financial benefit from the grant. As a result, 
utility rates for local residents have risen by 60% to pay the costs for accepting the stimulus money. City 
Manager Pete Seikel said residents don’t understand why their sewer rates have to be increased if the city 
is getting federal grants to build the new wastewater treatment plant. 

In Ypsilanti, Michigan, half a milhon dollars will go towards renovating a historic freighthouse that 
closed its doors in 2004. Supporters of the project envision the new space being used for yoga classes or 
a coffee shop. This is not exactly what most taxpayers had in mind when they were sold the stimulus. 

Supporters of the stimulus said that the key to preventing the misuse of federal money was a strong dose 
of transparency. If the details of every project were posted online, they said, including where the money 


' Nicolad da Costa, Pedro, “Biden says some waste inevitable part of stimulus.” Reuters, June 2, 2009, 
http://vvw\v.reuters.com/artide/DolittcsNews/idUSTRE5316HE2(X)90602 . 

■* Superville, Darlene, “Obama to states: Spend stimulus wi.sely or else," Associated Press, March 12, 2009, 
http://sealtletimes.nwsource.cotn/htmt/policic.s/20088206t4 aoohamastimulus.htmi . 

’ “45% Say Cancel Rest of Stimulus Spending." Rasmussat Reports, June 10, 2009, 

httpi/Avovw.rasmussenreports.com/public conicnt/busincss/cconomic stimulus package/45 say cancel rest of stimulus spend 
ing 
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is spent and for what, a natural system of accountability would develop. Unfortunately, this has not 
happened. It is nearly impossible right now for the average taxpayer to find out where his money is 
going. It was recently revealed that Recovery.gov, a new website being developed to bring 
“unprecedented transparency” by tracking the money “down to the penny," may not even be ready until 
spring 2010 - a full year after the stimulus was passed. Taxpayers who will be left paying for every 
wasteful stimulus project deserve a full accounting of where their money is going. 

This makes the report being released today all the more important. It highlights 100 projects out of 
thousands that have received stimulus money but are not poised to stimulate the economy, create lasting 
jobs, serve taxpayers in the long term, or use taxpayer money in an appropriate way. Some may be 
reasonable if funded through private investment, or state and local government. Some would even be 
worthy federal projects. The vast majority of the projects, though, are not appropriate uses of taxpayer 
money at any time or in any context. 

The beginning report consists of the ten most questionable stimulus projects I have encountered until 
now. Following that are ninety additional projects, for a total of 100, listed in no particular order, but are 
broken down by region of the country. 

This waste is troubling both for its short-term failure to put Americans back to work and for its long- 
term fiscal impact on the nation. Our current national debt exceeds $11 trillion and the Congressional 
Budget Office projects more than $1 trillion will be added per year to it for the next decade, in large part 
due to stimulus spending. 

As we move forward with the stimulus, it is vital that the public know how and why taxpayer dollars are 
being spent and the impact of the projects that are being funded. 



752 


100 Stimulus Projects: A Second Opinion 


Top Ten Projects 
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1. “Free” Stimulus Money Results in Higher Utility Costs for Residents 
of Perkins, Oklahoma 

In Perkins, Oklahoma, residents are literally paying a price for accepting “free” stimulus dollars. 

Perkins' wastewater treatment plant is outdated and the town had planned to build a new one for $5 
million. To help with the cost, the town applied for. and received, $1.5 million in “free” stimulus money, 

“We were shovel ready. The 
engineering was done. We were ready 
or getting ready to advertise for bids,” 
said Perkins City Manager Pete Seikel* 

Then came the catch. 

The Perkins Journal reported, "The good 
news: Perkins is receiving money from 
the American Recovery and 
Reinvestment Act for its new 
wastewater treatment plant. The bad 
news: ARRA funds come with strings 
that w'iU increase project costs by 25 
percent." 

As a condition of accepting those funds, the town must comply with a number of federal requirements. 
These federal restrictions have increased the total cost of the project from $5.26 million to $7.2 million, 
offsetting any financial benefit from the grant,^ 

Additionally, the state tied the federal dollars to the Oklahoma Water Resource Board’s (OWRB) 
revolving loan program in a 70 percent loan/30 percent grant arrangement. Perkins will be borrowing 
$5,875 million from OWRB and receiving $1,445 million from a federal stimulus grant. 

As a result, utility rates for local residents have risen dramatically to pay the costs for accepting the 
federal assistance. To pay back the loan and the increased cost of the project, the town raised residents’ 
utility ta.Kes by 60 percent this year. 

The City Manager acknowledged that residents don’t understand why their sewer rates have to be 
increased if the city is getting federal grants to build the new wastewater treatment plant. 

“1 thought the stimulus money, I thought that was going to pay for it. I don't understand why we have to 
pay for it, too," said Robert Allensworth of Perkins. 

“It is to stimulate the economy, to (get) people back to work, inject some cash into the system," said 
Seikel, but even he says, at best, getting the stimulus money for the new wastewater treatment plant will 
be a wash.* 



Current wastewater plant m Perkins, Oklahoma, 


Smith, Jeffrey. “Stimulus Money For Perkins Put To Reality Check,” Tfcc Novs Oti 6, June 2, 2009, 
httD://wuw.newson6.com/globa!/storv.asp?s404 66616 . 

^Charles, Michelle. “Stimulus funds increase cost of wastewater plant,” Perfeins Journal, May 21, 2009, 
http://\\a\nv.thejournalok.com/atf.php?sid’-187’34 . 
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2. FutureGen: The Stimulus Earmark that Wasn’t, Becomes the 
Costliest Pork Project in History 


when President Obama announced his economic stimulus plan, he stated unequivocally that no 
earmarks for pet projects of members of Congress would be funded as part of the program. 


The Capitol Hill newspaper The Politico wrote “The Obama administration wants it known that it’s 
serious about keeping earmarks out of the stimulus package. How serious? Administration officials say 
they won’t include funding in the massive bill for an Illinois energy project that would create hundreds of 
downstate jobs and that the state’s congressional delegation, including then-Sen, Barack Obama, had 
lobbied hard for.’’ Brendan Daly, a spokesman for the Speaker of the House, emphasized that it was 
Obama’s decision to exclude an earmark for an energy project called FutureGen and that Speaker Nancy 
Pelosi had ensured it was not in the House version. “It shows that we’re serious about it,” Daly noted.” 

But even the best intentions of a new President often are not enough to deter the craftiness of 



FutureGen received the largest earmark in pork barrel history as a 
result of clever 'wordsmithing. Impeached Illinois Governor Rod 
Blagojevich, one of the biggest FutureGen supporters, is pictured here 
speaking at the announcement that Mattoon, Illinois, had been 
selected for the project. 


Washington lobbyists and politicians when 
hundreds of billions of dollars are being doled out 
within a 400-page bill rushed to passage so quickly 
that there was little time for anyone to read it. 

“Deep inside the economic stimulus package is a $1 
billion prize chat, in five short words, shows the 
benefits of being in power in Washington,” reported 
The Washington Post. Everyone familiar with the 
subject knew that there was only one shovel-ready 
project in the entire country that met the criteria for 
“fossil energy research and development" listed in 
the bill: The FutureGen plant in Mattoon, Illinois.'” 

And while proponents insisted throughout the 
debate that the stimulus bill contained no earmarks, 
these carefully selected five words guaranteed the 
largest earmark in pork barrel history. 

To the surprise of few, on June 12, the Department of 
Energy announced FutureGen would be receiving 
$1,073 billion from the taxpayers, $1 billion of which 
will be prorided from stimulus funds." 


Earmark opponents can say “I told you so,” but what taxpayers haven’t been told is the real reason w'hy 
FutureGen supporters had to go to such extraordinary measures to secure its funding. 


® Smith, Jeffrey, “Stimulus Money For Perkins Put To Reality Check," The News Oh 6. June 2. 2009, 
htcp://v\ww.ne\vson6.com/<zlobal/storv-asp?s-I04 66616 . 

Martin. Jonathan, "Obama learn wants earmarks out of stimulus." The R-jlicico, January 27, 2009, 
http://v.’\v’\v.politico.coni/news/stories/0109/lS01 Thtml - 

Kindy, Kimberly, “New Life for Clean Coal' Project; Illinois Plant Was Abandoned by Bush; Now Its Backers Are in Power," 
The Washington Post, http://\\^\nv.washingconpost.com/wp-dvn/content/article/2009/0?/05/AR2009030502I38.html - 
” “Secretary Chu Announces Agreement on FutureGen Project in Mattoon, IL; Pax-cs Way for First US Commercial Scale Carbon 
Capture and Storage Project,” U S. Department of Energy pres,s release, June 12, 2009, 
http://w'\vw.energv.gov/news2(X)9/7454.htm - 
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“New technology makes FutureGen a waste of tax money,"'’ concluded the immediate past Secretary of 
Energy and scientific experts and other officials concur. 

Just last year, then-Secretary Samuel W, Bodman stated that “FutureGen was announced in early 2003 as 
a $950 million initiative to create a single coal-based power plant where new technologies, then 
revolutionary, would be demonstrated. Since then, the project's estimated cost has almost doubled and 
innovations in technology and changes in the marketplace have created other viable options for 
demonstrating carbon capture and storage on a commercial scale. ... It became clear the Department of 
Energy could not. in good conscience, continue to support the program. The likelihood that it would fail, 
leaving the American people with hundreds of millions of dollars in sunk cost and none of the benefits, is 
not acceptable.”" 

Secretary Bodman noted , “As secretary of energy, 1 must spend taxpayer dollars wisely and make 
difficult decisions. To confront the energy and environmental challenges before us, we must achieve 
meaningful results for the American people. That means continually reassessing our national 
investments. We continually must ask if we are using government resources efficiently to achieve a 
cleaner, more sustainable, more affordable and more secure energy future. Where we are not, we must 
make changes. That’s what we are doing with FutureGen," Bodman said when the Department decided 
to end the funding for the project that will now receive over $1 billion from the federal government." 

A 2007 Massachusetts Institute of Technology (MIT) report showed that the FutureGen approach was 
not the best way to go about such an experimental new technology. According to the MIT report, there 
are "concerns about this particular project” including a "continuing lack of clarity about the project 
objectives.” The MIT analysis concluded “It is important that the U.S. government begin thinking about 
such a portfolio of demonstration projects and not be singularly focused on any one project, such as 
FutureGen."" 

The success of FutureGen is a failure for the stimulus program. Instead of directing $1 billion towards 
promising new energy technologies that hold the promise of providing cleaner and cheaper energy for the 
future along with the creation of jobs to support such breakthroughs, these resources will instead be 
sunk into a project that is expected to be a costly failure. 


Honorable Samuel W. Bodman, thcn-Unitcd States Secretary of Energy. “New technology makes FutureGen a waste of tax 
money," St. Louis Post Dispatch, February 6, 2008, 

hrm://www.srltodav.com/stItodav/news/storie.s.n.sf/editorialcommentatv/storv/FEDlEF50F9C186CA862573E70017463B?OpenD 
ocument . 

'* Honorable Samuel W. Bodman, thcn-Unitcd States Secretary of Energy. “New technology makes FutureGen a waste of tax 
money.” St. Louis Post Dispatch, February 6 2008. 

htt p://w\v\v.stltodav.com/sritodav/news/stories.n.sf/cditoria]commcntarv/storv/FEPIEF50F9CI86CA862573E70017463B?OpenD 
ocument . 

"Honorable Samuel W. Bodman, thcn-United State.s Secretary of Energy. “New technology makes FutureGen a waste of tax 
money,” St. Louis Post Dispatch, February' 6 2008, 

httD://\vwtv.stitodav-Com/stitodav/news/stories-n.sf/cditorialcommentarv/storv/FEDlEF50F9C186CA862 573F700t7463B?ODcnD 
ocument . 

" “The Future of Coal,” Massachusetts Institute of Technology, March 14, 2007, 
hrtn://web.mit.edu/coai/The Future of Coal.pdf . 
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3. Little-Used “Shovel-Ready” Bridges in Rural Wisconsin Given 
Priority Over Widely Used Structurally Deficient Bridges 

Wisconsin has 1,256 structurally deficient bridges, which more than the number in Florida, Colorado, 
Arizona and Alaska - combined.'^ Instead of repairing these bridges, $15.8 million in transportation 
stimulus money will be used repair 37 rural bridges that hardly anyone uses. 

On average, the 37 rural bridges carry little more chan 
500 vehicles apiece each day, with several that typically 
see fewer than 100. One bridge along River Road in 
Iowa County carries no more than 10 cars a day, but 
will receive nearly $430,000 for repairs.^^ Puzzled 
residents are wondering why these bridges will receive 
the state’s first wave of stimulus money when other 
more pressing needs are getting nothing. 

The answer is that many repair projects for the worst' 
off bridges cannot begin quickly, and so are not 
considered “shoveTready.” ShoveTready projects were 
pushed to the front of the line, whether they were high priorities or not, and as a result, the only projects 
available for immediate repairs in Wisconsin were chose that almost nobody uses. 

Commenting on the difficulty of operating within the stimulus rules, Beth Cannestra, director of bureau 
structures for Wisconsin, conceded, “Smaller. lower-volume roadway projects are easier to get out.”*® 

One small bridge is receiving $840,000, though it only carries 260 vehicles a day on average. It primarily 
provides access to a golf course and Rusty’s Backwater Saloon, which boasts pontoon rentals and a 
Steak'A'Rooni for just $5.25.*'^ In contrast, the Journal-Scnfinal found that half of all Milwaukee streets 
have not been repaved for forty years and 20 percent of them are past their intended lifespan.^'^ 

Another small project receiving money - much to the astonishment of town chairman Dave Lucey - is a 
40'foot bridge over Blue Mounds Creek that leads to a recreational site and private camping gi'ound. “I 
was surprised as anyone when I got the call that the bridge was going to be fixed," Lucey said. “I can tell 
you that bridge is a low priority for us.”^* 



Website of the U.S. Department of Transportation. Federal Highway Administration, “Deficient Bridges by State and Highway 
System.” as of December 2008, accessed June 15. 2009. httD://wwvv.fhwa.dot.gov/BRIDGE/nbi/defbr08.cfm . 

Poston. Ben and Tom Held, “Rural bridges targeted,” (Mjlwmfeccj /ounwl'Sentinal, March 29. 2009, 
http://ww\v.isoniine.com/news/wisconsin/421Q3902.html . 

Poston. Ben and Tom Held, “Rural bridges targeted.” (Milwanliec) loMmal-Scutifial. March 29, 2009. 
http://w\\^v.jsoniine.com/news/vvisconsin/42l03902.html . 

Poston. Ben and Tom Held, “Rural bridges targeted." (Milwaiifece) JtHiriwl'SeHtinal, March 29, 2009. 
http://vvww.isonline.eom/news/wisconsin/42i03902.html ; Menu of Rusty’s Backwater Saloon. 
htip://www.rustvs.net/graphics/menul.ipg . 

^ Marley, Patrick, “State approves 49 road, bridge projects fumkd by stimulus.” (Milwaukee) Jounjal'Scntiiidl, March 17, 2009, 
http://w\vw.isonline.com/ncws/statepolitics/41411607.html . 

Poston, Ben and Tom Held, “Rural bridgc.s targeted," (MifwaKfecdJounwl-ScntiiKil, March 29. 2009, 
http://w\v'w.isonline.com/ncws/wisconsin/42103902.htm] . 
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4. $800,000 for little-used Johnstown, Pennsylvania airport to repave a 
back-up runway: the “Airport for Nobody” Has Already Received Tens of 
Millions in Taxpayer dollars 

The John Murtha Airport in Johnstown/Cambria County will receive $800,000 in economic stimulus 
funds, despite the fact that virtually no one uses the airport. 

According to ABC News the airport will receive money for an, “$18 million runway made of reinforced 
concrete that's big enough to land any airplane in North America. The airport also has a $7 million air 
traffic control tower, a $14 million hanger and $8 million radar.” However, “most of the time, the only 

thing the airport doesn't have is 
airplanes.”’" 

Last year, Rep. John Murtha asked 
Federal Aviation Administration 
(FAA) to pay to build a backup 
runway. But with less than 10,000 
passengers using the airport or close to 
20 passengers per day, it didn’t meet 
the agency criteria for support, so the 
request was denied. 

The stimulus bill had no such rule, so 
with only 9,733 passengers per year”, 
the FAA allocated $800,000 to Murtha 
Airport for repaving the backup 
runway. 

Since 1990 this airport has received $150 million of federal money.’"' The airport also receives other 
annual subsidies. For every flight into the airport, they receive a per passenger subsidy of $100. However, 
there "are plenty of empty seats,’’” 

The airport offers only three commercial flights and gets about 20 passengers per day. In between the 
arrivals and departures, airport officials admit there arc few faces around the facility.’* 

Local resident. Bill Prerite, asked, “Doesn’t it seem kind of ridiculous to have a motorized carousel for the 
baggage claim when 15 people get off the airplane?" he said. "It's obvious; There's not enough population 
to justify this place."” 



’■ Karl, Jonathan, “Welcome to the Airport for Nobody.” ABC New's, April 25, 2009, 
http://abcnews.go.com/m/screen?id=74ni60&:pid=S0. 

Federal Aviation Administration Website, "Pa.ssenger Boarding (Enpianement) & All-Cargo Data," 
http://www.faa.cov/airr)orts airtraflic/airDorls/planning capacitv/passeneer ailcargo stats/passenger/media/cv07 primary no c 
nmm.ndf acce,sscd June 3. 2009. 

Lconniq, Carol, “FAA Approves Plan to Give Stimulus Funds to Airport Named After Murtha,” Washington Post, May 12, 2009, 
hltD://ww\v.\va.shingtotipost.com/vvp-dvn/content/articlc/2009/05/12/AR2009051202679.html 
■’ Karl, Jonathan, “Welcome to the Airport for Nobody," ABC News, April 25, 2009, 
http://abcnew's.go.com/m/scteen?id-7‘ll2l60&pid=80. 

Acosta, Jim, and Rodriguez, Janet, “Remote Murtha airport lands big bucks from Wa.shington,” CNN. April 23, 2009, 
httD://\v\\'w.cnn-C0m/2QQ9/POL!TlC.S/Q4/25/murtha.aimort? . 
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5. $3.4 Million for Wildlife “Eco-Passage" in Florida; Project Still May Take Years 
to Finish 

why did the turtle cross the road? To get to the other side of a stimulus project. The Florida 
Department of Transportation is planning to spend $3.4 million in stimulus cash for a wildlife crossing, 
otherwise known as an “eco-passage.” It will serve as an underground wildlife road-crossing for turtles 
and other animals chat live in Lake Jackson, Florida.® 

When a local columnist described this project to a friend, they said that. “FSU (Florida State University) 
is talking about laying 
off 200 people and we're 
protecting turtles?”"’ 

Over 60 species have 
become road kill on U.S.- 
27, the road that the eco- 
passage would go under. 

AUigatots, otters, snakes 
and lizards and even 
beavers have been killed 
on this stretch of road.” 

Turtles seem to get 
squished more than any 
other species. The area 
has the highest road-kill 
mortality rate for turtles 
in the world” 

Local community 

activists have put up a temporary fence for the critters that reportedly works pretty well. It saves a lot of 
our four legged friends. 

The eco-passage will consist of a series of fences that will direct all the animal traffic to a B-foot tunnel 
that will go under U.S.27.’" 

But, even though they are getting millions in stimulus funds, the permanent eco-passage is only in the 
design stage, and is not fully funded. It needs $6 million and it is unclear how long it will take to get the 
project built.” 



^ Leonnig, Carol, “Murtha’s Earmarks Keep Airport Aloft," Wfliftirtgroa Post, April 19, 2009, http://\v\v\v.washingtonDost.cQm/wD- 
dvn/content/3rtide/2009/04/18/AR2009041802128.htinl . 

The Florida Office of Economic Recovery, "List of State of Florida Transportation Enhancement." 
httD://flarecoverv-COni/ resourccs/dociimcnts/fdor-hwvs-enhancemenr.list.4-l,S.09.Ddl . acccssedjune 2. 2009. 

Hohmeister. Mark, “Lake Jackson Ecopassage Advances At A Turtle’s Pace.”TaIiahassec Democrat, January 10, 2009. 
http:/./www.Iakeiack.sonturtles.org/tdo010909.hrm . 

Hohmeister. Mark, “Lake Jackson Ecopassage Advances At A Turtle's Pace."Tallahas.scc Democrat, January 10. 2009, 
http://\vtvw,lakeiacksonturtte.s.org/tdo0I0909,htm . 

” http://w\v\v.lakeiacksonturtk'S.org/ 

” Hohmeister, Mark, "Lake Jackson Ecopassage Advances At A Tuttle's Pace,"Ta!lahas,sce Democrat, January 10, 2009, 
http://wvv\V-iakei3cksonturTles.org/cdoOI0909.htm . 
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6. Nevada Non-Profit Gets Weatherization Contract After Being Fired For Same 
Work 

Getting fired is not typically a strong resume builder, but for the non-profit Community Service Agency 
(CSA), it landed the organization a $2 million promotion. Nevada-based CSA was terminated for 
bungling a federal weatherization program, but will receive nearly $2 million in federal stimulus funds to 
resume its program. 

State officials gave the Community 
Service Agency (CSA) a $1,849,627 
contract with federal stimulus 
funds for Nevada’s low income 
w'eatherization program. 

However, according to an 
evaluation of Nevada’s 
weatherization assistance 
programs, the State of Nevada had 
several problems with CSA, and 
“after first trying to work with 
CSA. . .[Nevada’s] Housing 
Division found it necessary to 
move toward termination of CSA 
and replacement of its 
weatherization serrices.’”'' 

Five major problems for CSA were 
outlined in the investigative report: 

1) deficiencies in work completed; 

2) management problems; 3) lack of executive interest at CSA in continuing to provide weatherization 
services; 4) managers assigned to weatherization did not appear fully qualified by experience in the 
weatherization or housing area; and 5) failure to follow accountability and reporting requirements even 
though the Housing Division had provided clear direction."” None of these failures prevented the state 
of Nevada from hiring the organization back on to do weatherization work under the stimulus. 

The stimulus bill provides $5 billion to weatherize home for low-income families, well over the $227.2 
million for the weatherization last year. The increase has been described as contractors “winning the 
lottery.”’* For CSA, it certainly has been a lucky day. 



Weatherization contractots, such as this one pictured above, will get to work soon on 
Nevada stimulus projects. 


” The Florida Office of Economic Recovery, “List of State Florida Transportation Enhancement,” 
http://flarccoverv.CQm/ re»^urces/documents/fdot'hvws-enhancemcnt-list-4- t5-09.pdf . accessed June 2, 2009. 

Peaceh. H. Gil and Mark Thompson, "State Fiscal Year 2CK)7 Evaluation of the NRS 702; Enei^ Assistance Program & 
Weatherization Assistance Program.” H, Gil Peach & Associates LLC, December 2008, page 32. 

Peaceh. H. Gil and Mark Thompson. “State Fiscal Year 2007 Evaluation of the NRS 702: Energy Assistance Program & 
Weatherization Assistance Program,” H. Gil Peach & Associatc.s LLC. December 2008. 

Fehcrenbacher, Katie, “Weatherization Stimulus: Lots of It. Fast," Business ^'cck. January 30, 2009, 
htCD://v\^\wbusinessvveek.com/technologv/conient/ian2009/tc20090I29 222846.htm . 
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7. Non-Existent Oklahoma Lake in Line for Over $1 Million To 
Construct a New Guardrail 


Built in the 1960’s to help improve the water supply of Oklahoma’s panhandle. Optima Lake has suffered 
from one unfortunate problem: it never filled up. In 1997, Alan Riffel, then-City Manager of nearby 
Woodward, Oklahoma, called the lake, "one of Oklahoma’s greatest boondocks.” Twelve years later. 
Optima Lake is in line to receive $1.15 million in federal stimulus money to construct a new guardrail for a 
lake that does not exist. 






m 






Boat dock jutting into the middle of Optima Lake. 


The guardrail is needed for “public safety,” says the 
Army Corps of Engineers, but there is not much of the 
public around to protect. Because the lake has never 
tilled with water it is all but useless to potential 
visitors. 

The Army Corps website paints an unflattering picture: 
I “The water level in the lake has never reached normal 
-■j pool. Visitors should be aware that the lake's level can 
: be very low. Depending on rainfall and evaporation 
: rates, the lake may offer no water-based recreation and 
,J may not be suitable for swimming, fishing, boating or 
other activities. Visitors should come for the quiet 
natural setting-with or tvithout water in the lake area.”’* 


According to the Geological Society of America, 
Optima Lake “loses 100 percent of its inflowing water 
to evaporation.”’* Conditions became so bad that in 
2006, University of Texas- Dallas profession of 
hydrology, Tom Brikowski, argued for letting the 
lake’s water drain underground to save it from 
evaporation. He said, "you get to the point where you 
can’t afford to lose that much water.”*" In a small bit of 
irony, one of the streams feeding into the lake is Dry 
Creek. One thing is sure, if visitors are clever enough 
to get past the new guardrail they will not have to 
worry about falling into the water. 



Lxiscing guardrail running alongside Optima Lake. 


Guymon city manager Ted Graham, whose town is the home of home of Optima Lake, said, “We all feel 
the county could use a million dollars in a lot better places than the Optima Lake. ...personally, I don't 
think it should be done.”'*^ 


Website of the U.S. Army Corps of Engineers, Aimricm Rfcovcf7«»Kl Rc»»»vcsmie»jt Act Civil Worfes Projects List: Opcrotioiis and 
MaiiitOHcnce, p. 197, accessed June 3, 2009. 

http://wwAv.xi sace.armv-mil/rccoverv/P(x:umcnts/FY09%20CW%2(X!)pcration%20and'>>20Maintenance%2QARRA%20- 
%20FtNAL.pdf . 

^ Website of the U.S. Army Corps of Engineers, "Optima Lake: Oklahoma." accessed June 5, 2009, 
hrtp://www.s\vt.usace.armv.mil/rccreat/OPSFi€ld.CFM?tblOPSField L3keName°Optima%20Lake . 

The Geological Society of America, "Droughts and Reserved: Finding Storage Space Underground," News Release, September 
18, 2006, http://v^'wx\Lgcosocietv-org/news/pr/06-39.htm . 

■*'* “Scientists study ways to safeguard water.” UPI. September 18, 2(X)6. 

httD://www.upi.com/Science News/2006/09/l8/Scicntists-studv-\vavs-to-safeguard'Water/UP!-4647II58589190/ . 

■*' Lester, Amy, “Senator: Oklahoma Stimulus Project WastefuL" NewsOnd (Oklahoma), June 9, 2009, 
httD://\\^vAv.newson6.com/gIobal/storv.asp?.s°10480942 . 


761 


100 Stimulus Projects; A Second Opinion 


8. Taxpayers Taken for a Ride: Nearly $10 Million to be Spent to 
Renovate a Century Old Train Station that Hasn’t Been Used in 30 
Years 


Elizabethtown, located in Lancaster County, Pennsylvania, will spend more than $9,38 million of federal 
stimulus funds to renovate a PZ-year-old train station building that has sat vacant for more than 30 
years."’’ 


“I think from far away, it looks fine, but as soon as you get up closer and realize that it's not actually a 
station, it's kind of depressing,” said train rider Maegan Demko,"" 



When the renovation is complete. 
State Transportation of Secretary 
Allen Biehler provides 
reassurance that taxpayer money 
will be well spent. “(The 
station's) not just going to be a 
little monument that someone 
can look at on a museum tour — 
it's going to be used,” Biehler 
said."*^ 


The station’s platform currently 
serves more than 80,000 
passengers a year along Amtrak’s 
Keystone Corridor, meaning 
taxpayers wiU subsidize up to 
$117 per passenger to pay for the 
renovation."" A one-way ticket from Elizabethtown to New York City, by contrast, costs just $45 per 
passenger."** 


The U.S, Department of Transportation is providing two grants for the project. 

The first grant of $7.97 million will pay for the renovation of the building, including installation of 
elevators and raising and extending the boarding platforms. Officials also hope to include a coffee shop, 
restaurant, newsstand or market inside the station."** 


Yoder, Michael, "Elizabethtown Amtrak project feted," tfliKastcr Newspapers. April 4, 2009, 
http://articles.lancasteronline.eom/local/4/235910 . 

Kchm, Amy. “Stimulus Money to Help Elizabethtown Train Station.” (Pennsylvania) ABC 27 Navs. 
htEp://w\\^v.whtm.com/news/stories/0309/602882.html . 

Yoder, Michael. “Elizabethtown Amtrak project feted ” latKaster Ncvv^wpei-s, April 4. 2009. 
http://article.s.tancasteronline.com/local/4/235910 . 

Pennsylvania Department of Transportation prcs.s release. “Secretary Announces $9 Million In Stimulus Funds For 
Elizabethtown Station," April 2009, 

http://\^'w\^^dot.state■pa■Us/Intc^nct/pdNewfi.ns^/Sccre^arv$crapbook/BBlC8432D6DFE7A28525759200638DF2?ope^documcnt 
Amtrak website, search for oneway fare from Elizabethtown (ELT) lo New York Penn Station (NYP), on June 15. 2009, 
hccp://tickets.amtrak,com/ttd/amtrak/FarcFindcr? tripTvpe-=Rcturn&E origin-New*York%2C*NY-'-%28NYP%29&r depmonrhve 
ar»2009-06&r depdav°I5&£ dephourmin°&E dcstination»clt&r rertnonthvear‘=2009- 
066g rctdav=I5&!: rcthourmin»&r adults^I&r childrcn^’O&r infants°0&r scarchRv»schedulc&rx“l9&rv*I5 - 
Larison. Denni,s, “E-town station on fast track to renovation,” UiKasta Newspapers. May 31. 2009. 
http://articks.lancasteronline.eom/local/4/238232 . 
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The second grant, for more than $1.41 million, will provide additional off-site parking at an as-of-yet- 
undetermined site.'*’ 

The $7.97 million being spent on the renovation is nearly twice the cost of the $4.8 million that had been 
estimated for the project before federal stimulus dollars were involved’** and more than three times the 

in 2005.’' 

While the refurbished 
station may provide 
increased comfort for 
area Amtrak riders, 
spending stimulus 
money intended for 
transportation 
improvements on this 
project probably will 
not comfort residents 
who drive on the 
county's dilapidated 

An artist s rendition of what the renovated Elizabethtown Amtrak station would look like, tOads and bridges. 

Pennsylvania has more state-owned bridges in critical need of immediate repair than any other state in 
the U.S.,’^ and Pennsylvania Governor Ed Rcndell noted that “Lancaster County has 163 structurally 
deficient bridges, representing 22 percent of the 737 state-maintained bridges in the county. In addition, 
172 miles - or about 16 percent - of state highways in the region are in poor condition.’’® 

But as Drew Galloway, a representative from Amtrak, points out “the shovel for the shovel-ready part (of 
this project) was bought about a decade ago.”’"' 



’** Knapp, Tom, “Plan lurches forward for train station revamp." Itite/hgcncer jounwl, June 13, 2007. 

*’ Larison, Dennis, "E-town station on fast track to renovation," katicasierNcwtpt^crs, May 31, 2009, 
http://artides.Ianca.steronline.eom/locaI/4/2.38232 . 

’** Knapp, Tom, “Ridership soars at E-town station; Borough reports an additional 10,000 passengers boarded trains in each of 
the past 3 years," Intcliigoiccrjoitnifll, December 5, 2007. 

’* Knapp, Tom, “Pitts hears E-town Amtrak station woes," Intclligenccrjmnial, December 4. 2007. 

® “Pa. Bridges Among Nation's Worst," WGAL Channel 8. August 2. 2007, httn://www,wp3l.rom/news/1380o604/detail,html . 
’* Commonwealth of Pennsylvania pre.ss release. “GOVERNOR RENDELL URGES IMMEDIATE ACTION ON 
TRANSPORTATION FUNDING PLAN," March 21. 2007. http://wna'w.siate-Da,us/papQwer/c\vp/view.asp?Ad!&rQ-460981 . 
’■’Yoder, Michael. "Elizabethtown Amtrak project feted," InncostcrNcw^pers, April 4, 2009, 
httD://article.s.lanca'Steroniine.com/iocal/4/235910 . 
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9. Ten Thousand Dead People Get Stimulus Checks, Social Security 
Administration Blames a Tough Deadline 

whoever said you can’t take your money with you when die clearly never anticipated the stimulus. 
Millions of Americans on Social Security are receiving $250 from Uncle Sam, including dead people. The 
Social Security Administration (SSA) blames a strict mid-June deadline for mailing out 10,000 checks to 
deceased persons.” 



James Hagner, of Orchard 
Beach, Maryland received 
a stimulus check for his 
mother who has been 
dead for four decades. 

SSA admits to sending 
out at least $2.5 million 
in stimulus cash to other 
dead people,* 


A Long Island , New York 
woman received a $250 
check from the U.S, 
Treasury, but it wasn’t 
for her. When Antoniette 
Santopadre got her 
stimulus check that she 
was expecting, she 
quickly realized it was 

for her dead father, Romolo Romonini, an American citizen who passed in Italy 34 years ago.” The SSA 
later discovered that he had never even participated in the Social Security system.’’ 


'1 see stimulus checks . . 


The SSA says chac they didn’t review all the Social Security records, though it raises questions about how 
long it must have been since the agency last reviewed its rolls. Santopadre's father died 34 years ago and 
Hagner’s mom died 40 years ago and neither received a Social Security check since the Johnson 
administration. According to SSA, the problem was chat they didn't have a record of death. 


"Dead Woman Gets Federal Stimulus Check; Son Wants To Keep Check As Souvenir.” WBAL-TV. May 12, 2009, 
http;//\w\Av.vvbakv.com/news/I9435i00/dctai].html 

^ “Dead Woman Gets Federal Stimulus Check: Son Wants To Keep Check As Souvenir.” WBAL-TV, May 12, 2009, 
htip://\vw\v.wbaltv.com/necvs/l 9435100/detail html. 

"Dead People Being Sent Stimulus Checks," Fox News, May 15, 2009. http;//\v\\Avioxnc\vs.com/politics/2009/Q5/I5/dcad- 
people-sent-stimulus-checks/ . 

Facia. Jim. Memo to Government; Dead People Don’t Spend ” Investment News, May 24, 2009, 
htt p://\\^w,investm€ntnews,com/apps/pbcs.dll/article?AiDV20090524/REG/305249992/1008 . 
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10. Town of Union, New York, Encouraged to Spend Money It Did Not 
Request For a Homelessness Problem It Does Not Have 

The Town of Union, New York, was surprised when it was notified that it would be receiving a $578,661 
stimulus grant to prevent homelessness for several reasons. First, the town never applied for the money 
and second, it doesn’t have any homeless problem. 

“Union did not request the money and does not currently have homeless programs in place in the town 
to administer such funds,” said town Supervisor John Bernardo, according to the Binghamton Press dr Sim- 
Bulletin. “We were surprised,' Bernardo said. ‘We've never been a recipient before.’ Bernardo said he 
isn't aware of any homeless issue in the largely suburban town."” 

The money is coming from the Department of Housing and Urban Development (HUD) program to pay 
for homeless prevention and emergency shelter programs. 

Adam Glantz, a HUD spokesman, said the homeless funds were distributed based on population, 
housing needs and some poverty statistics. ‘We hope and encourage these new grantees to develop 
creative strategies for the funding,' Glantz said of Union's homeless grant. 

Rcgardless of how creative local officials get when developing strategies to spend this unrequested 
money, it does not appear that new jobs will be created as a result because the town has stated its 
intention to utilize existing employees. In a May 12 report to HUD, Paul A. Nelson, the planning director 
of Union stated, “to the extent possible, the Town intends to operate the program with a combination of 
existing employees and” an agency “which is already under contract."*’’ That doesn't sound very creative 
and the only problem it seems to solve is how to spend money that the town did not ask for and did not 
need. 


Nancy Dooling, "$578,661 for Union Homeless Questioned,” BiflgfenwoilPresseS-Sim'BnlictiH, March 5, 2009, 
http://coburn.senatc. 2 Qv/public/index.cfm?Fu.seAcrion=LaIcstNcws.NewsSEories&EContentRecord id=cf9742de-802a-23ad- 
4c83-ddh5h82fc92d 

^ Nelson, Paul, “Final HPRP Substantial Amendment Form HUD'401i9," Town of Union, New York, May 12, 2009, 
http://ww\v.townofumon.com/Ddts/CDBG/FFY<)b202009/FlNAL<lb2040119%20TOU<l(,20HPRP‘ib205 l2-09.pdf 
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Midwestern Region 



11. Illinois county to spend $173,824 wcatherization grant on eight pickup trucks. Having 
received $400,000 for a federal weathcrization program, Madison County in Illinois will be 
spending nearly half of it on eight new Ford F-150’s. One member of the county board. Bill 
Meyer, raised concerns about how fast the county is being forced to spend the money, noting 
that “it looks hke this is being crammed down our throat.” Fellow council member Bruce Malone 
responded that they have little choice: "They are saying, 'Get out and spend it.’”*' 

12. South Dakota fish hatchery to spend half of a $20,000 grant on a freezer for fish sperm. 
Gavins Point National Fish Hatchery already has three cryo freezers for storing sperm from pallid 
sturgeon, but stimulus money has given it the to purchase another one, "The insulation on the 
side that holds the liquid nitrogen is breaking up,” explained Jeff Powell, a project manager with 
the hatchery. The new refrigerator will be used “to hold sperm samples, hormones and ice 
packs,” The hatchery plans to use the other $10,000 portion of its grant to replace lighting, 
which is expected to save the hatchery $713 per year - meaning it will take only 14 years for the 
savings to outstrip the cost of the grant.”’ 


Schmidt, Sanford, “Panel calls for spending stimulus funds on wcatherization," T/icTcicgrnpli, June 8, 2009, 
httD:/Avw\v.thetelegraDh.com/new.s/monev.27636'COuntvTederaIhtmi# . 

“Johnson, Nathan, “Stimulus Funds To Light Up Fish Hatchery," (Yanktown) Press & Dakotan, June 9, 2009. 
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13. Wisconsin nursing home receives $2.8 million in stimulus money it didn’t need or request. 
Prior to the stimulus funding, the Knapp Haven nursing home was on track for a loan from the 
USDA When stimulus money came available, the funding source was simply shifted to a new 
source of federal assistance. “It s kind of a joke as far as I'm concerned," said Carmen Newman, 
Chetek's city clerk-treasurer. “I don't understand how they can say this is stimulus." Chetek 
Mayor Dianne Knowlton added, "I don't see how the project benefited,”'*’ 

14. Iowa state legislators are using money freed up by federal stimulus cash to buy $11 million in 
new cars the State does not need. About four dozen brand new cars owned by the state are 
already sitting unused in a parking lot near the capitol. According to state representative 
Christopher Rants, ""Some of them have the stickers on them. None of them have license plates. 
Some of them stiU have the seats wrapped in plastic.”'*'* 

15. Road signs costing $300 each are being placed at construction sites to alert motorists that 
the project is being paid for by stimulus money. Signs are popping up all across American. In 
Illinois alone, the signs are expected to cost $150,000, according to the Illinois Department of 
Transportation (IDOT). According to an IDOT spokesman, “It's difficult for us to determine 
how many signs there will be.”'*’ 

16. Stimulus grant may cost Dayton, Ohio 1,200 jobs. NCR Corp., an automated teller machine 
company based in Dayton, may consolidate all of its operations in Duluth, Georgia, possibly with 
the help of a $5.5 million stimulus grant that Ohio legislators claim would help pay for the NCR 
factory. Ohio state senator, Jon Husted, complained that it was not fair, “The use of stimulus 
funds means that Ohio taxpayers were forced to pay for NCR's move to Georgia,” he said.*** 

17. The governor of Michigan is using $500,000 to renovate the Ypsilanti Freighthouse, which 
may house a “yoga or children's movement class” and a full-time tourist information center. 
“We envision in our business plan a full-time tourist information and hospitality center where 
neighbors, as well as commuters and visitors arriving or departing on the rails, can grab a bice or 
a cup of coffee,” Bonnie Penet, co-chair of the Friends of the Ypsilanti Freighthouse, said. “At the 
same time a yoga or children's movement class may be in progress in the great hall, giving way to 
a catered event in the evening.”'*'^ 

18. Critics question whether the much-hyped 2000th transportation stimulus project is 
necessary. Much was made of the 2000'*' stimulus project, though one local critic did not have 
much good to say in response, “We’ve got a lot of things to deal with out here, but traffic isn’t 


Umhoefer, Dave, “Stimulus money for Chetek project is just a funding shift", jownial Sotftncl, May 50, 2009, 
http:/Avw\v.isnnlinc.com/nevvs^wtscotisln/46555347.html. 

Henderson. O. Kay, “GOP lawmaker; state should stop buying new cars," Rddio Iowa News. April 16, 2009, 
http;/Av\w.radioiowa.com/gestalt/go.cfm?obiectid°AB9C379F-5056-B82A'37CE88059FQ5£E9C . 

Erickson, Kurt, “Stimulus money paying for signs announcing funded projects,” BlooHiiiigtoH Pantagraph, May 12, 2009, 
http;//coburn.scnate.gov/public/index.cfm?FuseAction°LatesiNews-NewsStorics&i:ContentRccord id»4I274695'802a-23ad-- 
4I2f-52b64399c2f9 . 

Pierog, Karen and Lisa Lambert, “Ohio worries stimulus ^nt wdU help rob it ol jobs,” Rewters, June 4, 2009, 
http:/Av%\w.forbes.com/lceds/afx/2009/06/04/afx6506569.html . 

Laughren, Christine, “Freighthouse awarded federal stimulus grant," Ypsilanii Courier, April 16, 2009, 
http://w\v\v.\’psilanticourier.com/stories/04i609/Ioc 2(K)904I6012.shtml . 
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one of them " Local officials in Kalamazoo County, Michigan, plan to spend $43.9 million® to 
widen several miles of 1-94 and rebuild the interchange at south Westnedge Avenue.® The 
county, which has only had 3 percent growth since 2000, doesn’t seem to need the project.™ 
“Rush hour lasts 10 minutes, maybe 15 on a Friday" said Kalamazoo resident, Yvonne Zipp.^' 

19. Parking lot that no one wants. In Macomb, Illinois, $643, 945 was spent on a Prairieview 
public housing parking lot that no one wants. Many of the residents that the parking lot was 
supposed to benefit have protested it. Explaining his concern, a local resident said, “The kids 
love the grass. We’ve got enough pavement here.”^ 

20. Ohio state legislators oppose the governor’s plans to use $57 million for “planning and 
preliminary studies instead of bricks-and-mortar eonstruction." State transportation officials 
passed over several shovel-ready projects to steer nearly seven percent of the state’s $774 railhon 
to planning and preliminary studies. Among the larger studies are $20 million to examine a 
highway project on the eastern corridor of Cincinnati and $20 million to examine a three-mile 
"opportunity corridor” that would connect the city of Cleveland’s university district to Interstate 
490. An additional $10 million statewide would go simply toward “project plans/design’’ for the 
Ohio Department of Transportation, while $7 million more would go toward project 
development for the Ohio passenger rail corridor.'’’ 

21. Minnesota theater wins millions over bigger job producers. The Minneapolis City Council 
has chosen to give $2 million to the Schubert Theater, making it the city's largest recipient of 
discretionary funds. The theater will be used for “dance and music events," and is expected to 
create 41 full-time jobs. Council Member, Paul Ostrow, the only member to vote against the 
project, objected that the theater was given higher priority over a solar panel manufacturing 
facility in a low-income area would create 360 jobs. Noting his displeasure with the Council’s 
decision, Ostrow said, “this is frankly not a jobs project.’’” 

22. Illinois will spend $350,000 to build a four-person bunkhouse at Crab Orchard National 
Wildlife Refuge,'’ The median price for a home in Marion, Illinois, the site of the park, is 
currently $71,000.”’ 


Russon, Gabrielle, "Cost of 1-94 project drops by 55%, " fCofomo^ooGatertc, June 12. 2009, 
httP'.//\vNvw.m!ivc.coin/news/kzgazette/indcx.ssf?/base/news-34/12448I824816?290.xmlfocoil«7 . 

^ State of Michigan website, “American Recovery and Reinvestment Act (ARRA) Funded 

MDOT Trunkline Projects,” hitp://\\awv.mi.gov/documcnts/mdot/MDOT ARRA Trunkline Projects 280623 7.pdf . 

Laurent Belsic, “Obama Speeds By His Stimulus Critics," CftristiaHScicHce Monitor, April 13, 2009, 
htt p://feacures-csmonitor.eom/cconomvrebuild/2009/04/13/obama-spceds-pasc his stimulus-critics/ . 

Relsie, Laurent, “Obama speeds past his stimulus critics" TficC/irisfjoiiSciejtccMo/Htor, April 13, 2009, 
htcp://feacures.csmonitor-com/economvrebuild/2009/04/13/obamaspced.s-past-his-stimulus-critics/ . 

Steelman, Lainie, “Parking under protest at Prairieview,” Macomb /ourwol, June 10, 2009, 
http://wwav.macombiournal.com/news/x2085756847/Parking-under-protest-at-Prairieview . 

Wehrman, Jessica, “Republicans oppose Strickland using stimulus doUars for studies, Dayton daily hlcws, April 20, 2009, 
http://\vw'w.davtondailvnew's.com/ncw.s/davton-ncws/rcpublicans-opposc-strickland-using-stimulus-dollars-for-studies- 
87414, htmi. 
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23. Police jobs in Columbus, Ohio saved by stimulus could still leave officers getting pink slips. 
Earlier this year. President Obama went to Columbus. Ohio to speak about the benefits of the 
stimulus bill at the graduation of 25 local police recruits. The stimulus was intended to pay for 
them to work until the end of the year. However, new cuts announced by Columbus Police 
Department mean that the 25 graduating recruits will likely lose their jobs at the end of the 
year.^ 

24. The Fort Wayne, Indiana airport will spend $1.27 million in stimulus cash for runway signs. 
Some signs will be posted along runways and taxiways while others will be painted directly on 
pavement “to help pilots and ground crews find their way without confusion."^ 

25. Akron, Ohio will use up to $1.5 million to erect a suicide-prevention fence. The city plans to 
use more than a million dollars to build a fence to keep people from jumping off the All-American 
Bridge despite concerns such a project would be wasteful, ineffective, and ugly.^^ 

26. Rather than help welfare recipients obtain jobs and escape poverty, $1 million will be used 
to study whether 300 people in Chicago are healthier when living in “green” public housing 
facilities. The study will evaluate whether building green housing is healthier for people and 
will focus on 300 residents at a Chicago public housing facility. Researchers expect to find that 
residents living in these more energy-efficient facilities will have much lower healthcare costs. 
This study will create interviewing jobs.^^ 

27. The National Institute of Health gives Indiana University professor $356,000 to study how 
kids perceive foreign accents. The grant was given to the University of Indiana, which has an 
endowment of more than $1.5 billion, to "test how children perceive foreign-accented speech 
compared to native-accented speech.” It will also determine how such accents might influence 
speech development in children.*' 

28. Detroit Public Schools will reap massive benefits from stimulus despite a $150 million 
deficit. According to The Intelligencer, financial management problems became “so tangled the 
state recently appointed a manager to take the financial reins." The Detroit Public School 
System stands to get $530 million, which $355 million would have “no strings attached.”*^ 


Ziilow.com, search for "Marion, Illinois," accessed June 12, 2009, http://w\\'w.zillow.com/homes/map/fnarion- 
^nois rb/#/homes/for sale/map/marion-illinois rb/?7.7530I.-88.886657.37.678324.-88 968197 recc/12 zm/ . 

^ “Police Officers Saved By Stimulus May Still Lose Their Jobs," CNN, May 26. 2009, 
http://vvwNV-cnn.eom/2009/POLlTlCS/05/26/ohio.stimuIus.policc-cms/. 
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sentinei.com/apps/pbcs.dll/articlc?AID-/20090409/BUSINESS/904090316 . 
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29 . Michigan will spend $983, 952 for strcetscaping in Ann Arbor. The city plans to install 
“decorative sidewalks and crosswalks, planters, landscaping, decorative lighting, trees, trash 
receptacles, benches and bike loops.”®’ 

30 . “Dead” project in Leelanau County, Michigan gets new life in stimulus aid. In March, the 
governor announced that the Solon Township would receive $1.3 million in grants and loans to 
help pay for construction of a wastewater treatment plant. Unfortunately, the locals do not 
want it and have declared the project “dead on arrival.” According to one local newspaper, the 
stimulus money will now be used 'to build a wastewater treatment plant for which there is no 
plan, and for which local support is questionable at best.” Zoning administrator Tim Cypher 
summed it up, "The good is that there is, and there will be, more money available to work on 
these projects. The bad news is that it will be a while before any kind of water or wastewater 
treatment project is ‘shovel-ready' in Solon Township,"®"' 

31 . Visitor center and a pedestrian bridge Kansas chosen for “aesthetics” over economics. The 
Tallgrass Prairie National Preserve’s new visitor's center and a pedestrian and bike project over 
U.S. Highway 75 were some of the first projects approved for stimulus funds in the state. Failing 
to cite an economic benefit from the projects, officials noted that they chose “projects that 
strengthen the cultural, aesthetic or emitonmental value of our transportation system,”®"’ 

32. A National Forest in Missouri will receive $462,000 to replace toilets. The Mark Twain 
National Forest will purchase 22 new concrete toilets to replace existing toilets,®® 

33. Stimulus funds will be used to demolish a sauna and build showers in the women’s locker 
room at Grand Forks Air Force Base in North Dakota. According to the solicitation for bids 
for the project, the project will cost between $25,000 and $100,000.®' 

34. Federal stimulus cash paying for a fish hatchery and a new visitor center in Missouri. $2.9 
million will go to a new Mingo National Wildlife Refuge visitor center in Missouri, and an 
additional $940,000 will go for solar power at a Fish Hatchery.*® 

35. $10 million will be used for school lunch equipment and education technology in Oshkosh, 
Wisconsin. “It doesn't seem hopeful, does it," said one superintendent. “We're not seeing it as 
an opportunity to retain teachers.” According to The Northwestern, “Local school administrators 
have warned that temporary money designed to expand programming would only cause more 

Shea, BUi. “Area projects get $16 million in federal transportation funds." Cram's Detroit Busmess, April 10, 2009, 
http:/Av\vw.craia’>detty)it.com/articlc/200^4i0/BRlGHTSlDE/504 109991;^ . 

“'Dead' project gets stimulus aid,” Leelanau Enterprise, March 25, 2009. htq3://\\avw.tee{aaaune\vs.cQm/drupaL/?q°node/6001 . 
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Number; AG'447U'S'09'002IAY. 
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harm to future budgets when the funding dissipates and districts can’t maintain the new 

«89 

services. 

36. Missouri plans to spend $500,000 of federal stimulus money on fish food. Governor Jay 
Nixon has earmarked half a million dollars to pay for the feed costs for state fish farmers.* 


^ Rodewald, Adam, “Oshkosh schools still waiting to receive sdmnlns dollars," Nortiiwcsfenicr, April 4, 2009, 
http://vvww.thenorthwcsccrn-Com/article/2Q09(M04/OSH0101/904040405/1987 . 
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http://coburn.senate.gov/public/index.cfm?FuseAction«Lat<^tNews.NewsStorics&E:ContentRccord id’^cf95ebba-802a-23ad- 
4497-508be2ba7ef4. 
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Northeastern Region 



37. Pawtucket, Rhode Island spending $550,000 on a skateboard park. According to the 
Providence Journal, the skatepark is being funded in the place of much higher priorities: “In this 
city burdened with one of Rhode Island’s highest home foreclosure rates and a SlO-million 
current-year budget deficit, $550,000 in federal stimulus money is coming to build a 
skateboarding park and renovate tennis and basketball courts at Jenks junior High School." 
Con.struction will not begin until September, but Ronald Wunschel, the city’s finance director, 
believes that the skatepark is, in fact, a top priority for the city. Asked why? “So that young 
people don’t skate on other public property,” he said.” 

38. Yale and the University of Connecticut arc receiving $850,000 in stimulus for research “to 
study how paying attention improves performance of difficult tasks.” Yale, which had the 
second-largest endowment in the country in 2007 ($22.5 billion), is getting funding for research 
on a project to study how paying attention improves performance of difficult tasks.’*’ 

39. Gloversville, New York is using $175,000 of stimulus money to pay for a trolley bus to take 
tourists to festivals and a farmers market. The trolley is intended to give tourists rides within 
resort communities, to festivals in the region, and to a local farmers market. According to 


Michael P. McKinney. “Pawtucket using stimulus money for skateboard park,” Providence joitrml March 17, 2009, 
htip://\va\nv.Droio.com/news/conicnt/PAWTUCKET STIMULUS SKATEPARK 03-I7“09 VADM6E0 vII9,36aF01P-html. 

“Yale, UConn Win Stimulus Cash.” Associated Press, May 6. 2009, httpyA\a\av.courani.com/health/hc-stimulus-rescarch-grant- 
uconnmavQ7.03795787.storv - 
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reports, the trolley “will have an old-fashioned style and will be painted in colors similar to those 
used in the 1930s, but it will have modem features such as air conditioning."®’ City transit 
director, A1 Schutz, is excited about the project. “It's endless what you can do with this trolley. 

It will definitely contribute to the ambiance of our city.” he said, adding, “which we need.”®'' 

40. $3.1 million will turn a canal barge into a floating museum. In 1921, a 259'foot barge was built 
to haul agricultural goods on the Erie Canal, but was turned into a museum in 2005 after it was 
abandoned for more than a decade. The stimulus money will make sure the motorized barge is 
converted into “a floating museum that would travel the canal." While it may not have economic 
value, Clifford Siegried, director of the New York State Museum, says, “It is of such historical 
significance we could not let it go to the scrap heap.”®’ 

41. Three million dollars will pay for corporate jet runways in Massachusetts despite 
opposition of local leaders. Hanscom Field, the site of the project, has received criticism from 
local representatives who say it is a “waste of money,” State Representative Jay R. Kaufman, 
from Lexington, one of the towns bordering Hanscom, said using federal stimulus money for this 
project "reinforces bad corporate behavior, not good corporate behavior.”®* 

42. Maine to spend over $1.3 million on “government arts jobs,” including $30,000 for basket 
makers, $20,000 for story telling, and $12,500 for a music festival. Old Town-based Maine 
Indian Basketmakers Alliance was one of nine Maine arts organizations to receive stimulus 
funding from the National Endowment for the Arts.®^ Maine Arts Commission Director Donna 
McNeil defended the spending, saying, “1 think the government arts jobs are real jobs.” But, 
according to the Bangor Daily News, “The grants are designed to subsidize the preservation of jobs 
and may not be used for the creation of a new position or for previously unscheduled work.”®® 

43. New York City will spend $15 million to rebuild sections of the Coney Island Boardwalk. 
“It's Christmas in April as far as the Boardwalk is concerned,” said Parks Commissioner Adrian 
Benepe. Borough President Marty Markowitz, who [in April] called for the city to use stimulus 
money for the project, said the investment could jumpstart more development of the Boardwalk, 
though it is not cleat if the project will accomplish as much as hoped since there is only enough 
money to rehabilitate 15 of its 42 blocks. Despite the stimulus money, Coney Island activist, 


Karutis, Kaylcigh, "GloversriUe to Get Downtown Trolley The Leader Herald, March 24, 2009, 
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Dianna Carlin, thinks a lot more money is needed if “they want to make this a world-renowned 
amusement destination."^* 

44. A New York laboratory is receiving $150 million in stimulus cash for “world’s brightest x- 
ray," but it won’t be available until 2015. Energy Secretary Steven Chu announced in March 
that the Brookhaven National Laboratory on Long Island would receive $150 million to construct 
an x-ray 10,000 times brighter than its current equipment allows.’”’ According to Secretary Chu, 
the project will “provide critically needed short-term economic relief," though it is not clear how 
quickly the scientific community will see the benefits. The x-ray is not anticipated to be 
operational until 2015.“” 

45. Milford, Massachusetts plans to use $3.5 million for a three mile bike/walking trail despite 
its failure to spend $80 million in federal funds for other pedestrian paths. Massachusetts 
has received $135 million from the federal government for bike paths since 1991, but has not used 
more than $80 million that still remains available. Having spent only 37 percent of its share of 
the funding by Congress for such projects, Massachusetts has a far lower rate than in any other 
state, according to federal statistics.'**’ Milford is spending an additional $3.5 million in stimulus 

funds for a three mile trail with groundbreaking on Phase II of this three-part project set for this 
10 ^ 

summer. 

46. Stimulus funds pay for a hybrid car to be used by Vermont student drivers. Students drivers 
in Colchester, Vermont could be learning to drive in a Hybrid car courtesy of the stimulus 
legislation. The city plans on spending $71,200 to purchase a hybrid car for driver’s education 
classes as well as a plug-in hybrid car for town employees that would display a sign explaining 
its fuel-efficient features."’'' 

47. Rochester, New York is getting millions to extend an art trail. The Art Walk 2 extension of 
the Urban Art Trail will get S3.8 million."” The project calls for, "Artistic designs and medallions 
[that] would be set into the walk. Other pedestrian elements include a pedestrian-level light 
system adjacent to the ArtWalk, sculptures consistent with an arts district and litter 


** Hays, Elizabeth, “Chunk of stimulus will only fix 15 of 42 blocks of Coney Island Boardwalk, Daily News Brooklyn, April 2, 2009, 
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containers.”'* According to the ArtWalk website, “ARTWalk is a permanent urban art trail, 
connecting the arts centers and public spaces within the Neighborhood of the Arts."®' 

48. The National Institutes of Health is giving Yale University $680,100 in stimulus funds to 
study the effectiveness of diet and exercise at reducing obesity. The study will focus on the 
effectiveness of a diet and exercise program at reducing obesity and related illness in mentally ill 
patients.'* 

49. No. I priority for Bethlehem, Pennsylvania’s share of the stimulus cash; A parking garage. 
John Callahan, mayor of Bethlehem, has said that the city’s number one priority is a parking 
garage and that the $500,000 stimulus grant necessary for the project was “locked up.” He is 
hoping to drive more traffic to the city’s “quaint shops” that are “housed in Victorian 
buildings."'* 

50. Roche.stcr, New York to spend $1 million grant on “green” upgrades, but will not create 
new jobs. The grant will include $560,000 for "energy efficiency street lights" and $25,000 on an 
energy audit” of a building. Commenting on the situation, one local columnist noted, 
“Unfortunately, the city council, as the last step in the process of fulfilling the promise of new 
jobs, is poised to spend the money in ways that do not do so.”'"’ 

51. City favors stimulus money over other federal grant to avoid matching requirement. 
Officials in Windham, Massachusetts have decided to accept a $174,000 stimulus grant to 
enhance the town's historic train depot despite having already received a federal grant for the 
same project. The town decided to let the first grant lapse when it discovered that the stimulus 
money would not require the town to provide matching funds, but that the first grant did.'" 

52. Altoona, Pennsylvania is getting $819,000 for a homelessness prevention program despite 
local reports that the town may not have enough of a homelessness problem to use it. 

Mayor of Altoona, Wayne Hippo, says there is “an awful lot of waste , . . It'd be nice to have more 
local control , . . It's impossible to have one-sizc-fits-all.""^ 

53. $2 million in stimulus cash will be used to monitor scallop reproduction and habitat. The 
"Nantucket's Marine & Coastal Resources Department is pursuing a grant totaling $2 million 
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over two years from the National Oceanographic & Atmospheric Administration” to study, 
“scallop spat bags, propagation and habitat monitoring in Madaket Harbor.”'” 

54. Nantucket, Massachusetts will spend $5.6 million in stimulus cash to resurface 6.4 miles of 
road and bike path, or roughly $875,000 a mile. The funding comes from the $ 437.9 million 
that the federal government has authorized Massachusetts to spend on highway projects as part 
of the stimulus bill."'' 
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Southern Region 



55. The Tennessee Department of Transportation plans to use money to create the Clement 
Railroad Hotel Museum. Executive Director Cate Hamilton said the $200,000 was a surprise, 
but chat it would help the museum be able to open with a complete set of exhibits. “Definitely 
this would help us tell our story here in Dickson Tennessee," said Hamilton. 

56. Despite a history of mismanaging federal funds. D.C. Metro will receive hundreds of millions 
to close its budget deficit. The agency will receive $200 million in stimulus funds despite having 
a poor track record of handling federal funds and tracking its inventory. According to a recent 
report of the inspector general for the D.C. Metro, it “found sloppy accounting, a lack of internal 
controls and poor oversight.””^ 

57. $77.5 million will be used to extend the consistently over-budget D.C. subway to Dulles 
Airport in Virginia. The project to extend the Washington. D.C. Metrorail system 23 miles to 
connect downtown with Dulles International Airport will receive $77.5 million in stimulus 
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money Taxpayers recently agreed to pay an additional nearly $1 billion toward the project, 
despite its rising costs and schedule delays. Phase 1 of the project, which will provide 11 miles of 
track, was originally expected to cost $1.5 billion, but has since soared to $2.6 billion and is not 
expected be ready until 2013.“* 

58. Wheeling, West Virginia will use almost $400,000 to renovate a downtown music hall. 
This comes on the heels of already spending $715,000 to purchase nearby buildings that remain 
empty. Local officials are hoping “his additional project will "create a domino effect" to finally 
produce results. City councilman Vernon Seals is hoping for the best: “You're not going to see 
the retail like you have in the past. But we could be surprised,' he said.*” 

59. Delaware has received a $7.5 million federal stimulus grant to pay for a boardwalk revival. 
The federal government has allotted $7.5 milhon in stimulus recovery funds, which Rehoboth 
Beach plans to use for boardwalk reconstruction, including a new pavilion. Storms have 
damaged parts of the boardwalk, but, said Mayor Sam Cooper, It’s gonna be like a rock for the 
most part now."'“ Unfortunately, beachgoers should not get their hopes up - the project will 
“not be finished in time for this summer.”’*' 

60. Memphis, Tennessee will spend $1.5 million to redevelop fairgrounds and $250,000 to 
rehabilitate a dilapidated laundromat. The city plans to use $1.5 million in Commumey 
Development Block Grant Recovery funds to demolish Libertyland amusement park and replace 
it with soccer and baseball fields surrounding a 170'acre property. It also plans to spend 
$250,000 on rebuilding a “dilapidated laundromat.”'** 

61. Texas Department of Transportation plans to spend $181 million on a new road opposed by 
local environmentalists. Grand Parkway outside of Houston has caused controversy among 
local residents upset that a new road would devastate Katy Prairie, the last vestige of a large 
undeveloped green space. The highway will commence the construction of a fourth ring-toad 
around Houston and encourage the urban sprawl opposed by the Obama Administration by 
enabling the construction of a new development called Bridgeland. On a trip to Florida taken 
earlier this year. President Obama remarked, “The days where we're just building sprawl forever, 
those days are over.”'*' 
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62. Despite promises that citizens would be able to track “every dime” of the $787 billion 
stimulus bill, the federal website devoted to posting the spending details may not be 
complete until next spring. During debate over the stimulus, the administration promised that a 
new website, Recovery.gov would provide “unprecedented transparency" to how stimulus 
funding was used. Unfortunately, it was recently revealed that the site may not be fully 
operational until spring 2010 - a full year after the stimulus biU was passed.”"' 

63. Delaware will spend $400,000 to construct a berth for a historic ship to attract tourists. 
According to the Delaware Recovery website, it is hoped the project will “bring about a sense of 
community pride."’’’ 

64. Stimulus to pay for housing used by Soyono the Sumatran tiger and Luke the Lion at the 
National Zoo in Washington, D.C. Despite federal law that prohibits spending federal funds on 
local Zoos, money will go to the National Zoo. The Smithsonian, which runs the Zoo, is spending 
$11.4 of its $25 million in stimulus funds on the National Zoo and its Zoo research center in 
Virgmia.'“ 

65. Washington, North Carolina is using stimulus funds to pay for “project-funding manager" 
whose job it is to secure even more stimulus funds. The City hopes to pay the new “project- 
funding manager" to identify available Stimulus money using a $40,234 grant from the Edward 
Byrne Memorial Justice Assistance Grant program which, in turn, received funding through the 
stimulus bill.’’^ 

66. Summerfield, North Carolina gets stimulus money for a parking lot. The town of Summerfield 
may get $300,000 in federal stimulus funds to build a parking lot, despite the project already 
being in the town’s regular budget. “The way 1 looked at it is it didn’t really matter how you felt 
about the stimulus package, which is a reality," says Town Manager Michael Brandt. “I thought 
we might as well seek some benefit. . .If I don’t go for it, somebody else will,” Mayor Mark Brown 
concluded, “I think the stimulus money becoming available to aid the Summerfield Rail Trail 
parking problem is fabulous and unexpected."’’* 

67. The Florida Department of Transportation plans to spend $128 million on the proposed 
Indian Street Bridge, though it does not yet have all the property it needs. The proposed 
funding of $128 million will be used to build a bridge a quarter of a mile away from an existing 
bridge, but it is unclear whether it is “shovel-ready.” According to CNN. “the state has yet to buy 
all the property it needs for the right-of-way leading to the bridge,” and "challenges from the 
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current owners of those parcels could delay construction " The Florida Department of 
Transportation has yet to purchase J3 of 63 properties needed to build the project.'® 

68. USDA Inspector General (IG) raises concerns about a $2.5 billion program for rural 
broadband Internet service. The Rural Utilities Service (RUS), tasked with doling out $2.5 
biUion for rural broadband efforts, has a checkered history of mismanagement and incompetence, 
according to a recent IG report. Since 2005, 90 percent of the loans approved by RUS have gone 
to communities that already have broadband access.'® 

69 . Miami, Florida will use $2.1 million in stimulus funds to move and relocate an aging 
Greyhound bus terminal. The move is meant to facilitate connections between transit buses, 
commuter rail, intercity rail, and airport shuttles.'" 

70. Lexington, Kentucky plans to spend $4.7 million on a trail connecting downtown with a 
horse farm. In March, the Lexington Area Metropolitan Planning Organization voted to spend 
$4.7 million on the seven-mile Legacy Trail to connect downtown with a horse farm. Stimulus 
funds will not finish the trail, but the mayor of Lexington has said it will be important to pursue 
additional sources of money to finish the trail in time for the Alltech FEI World Equestrian 
Games in 2010."^ 

71. Steam rooms in the fitness center of Laughlin Air Force Base in Texas will undergo repairs 
funded by federal stimulus funds. According to the solicitation for bids on the project, the total 
cost is expected to be up to $100,000.'” 

72. The federal government will provide$300 million in stimulus funds to 61 housing agencies 
that have been repeatedly faulted by auditors for mishandling government. Problems have 
ranged from “poor bookkeeping to money that was spent improperly."”'' 

73. Large federal contractors who have paid big fines for violating environmental, safety, and 
discrimination rules are receiving stimulus funds. One such company, CACI International, 
came under fire in 2004 after its interrogators contracted out to the U.S. Army were caught 
abusing prisoners ar Abu Ghraib. An Army investigation found that CACI International had 
inadequate screening process and had employees with insufficient training. Despite this history, 
the company has won three stimulus contracts worth $1.5 million to provide contracting 
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specialists to the Forest Senace. The consultants will help the agency evaluate projects so that it 
can spend stimulus money quickly.'*’ 

74. Dallas, Texas will receive stimulus funds to build a downtown park over a freeway. Dallas- 
planned Woodall Rodgers Deck Park, which will cover part of Woodall Rodgers Freeway, will 
receive $16.7 million from stimulus funds earmarked for transportation projects."'' Under the 
original agreement with the City of Dallas, the park's builders would pay tor the entire $92.7 
million venture with private funds.”^ That has changed now that stimulus funds have come 
available. Current plans for the project include: “jogging trails, a dog park, a children’s 
playground, a restaurant, a performance pavilion, a water sculpture, an area for games and much 
more.”"* 

75. Bathrooms a major feature of $11.3 million renovation at Somerville Lake, Texas. Funds will 
be used to fix up bathrooms built in the 1960's, prompting site manager Ernest Eberle to 
proclaim, “It’s Christmas." The Corps had previously received money to build a bathroom, but 
not to raze the old one, which is still standing. Eberle noted that the situation would soon 
change, “At Rocky Creek (Park) restroom No. 3. we got some funding and we were able to 
replace it. But we ran out of money and couldn’t tear the old one down. Now we’ll be able to do 
that.’’"* 

76. Virginia will spend $340,000 on a rural bridge that carries only 20 cars a day. The Rock 
Creek Road bridge leads to a gravel road with seven houses. Two residents of Rock Creek Road 
said they had not realized the bridge was in disrepair and were not sure that was the best use of 
the stimulus funds. VDOT officials say their top priority in choosing projects was how quickly 
they could get started,''"’ 

77. South Carolina Department of Natural Resources will spend $1.7 million to grow oysters. 
The South Carolina Department of Natural Resources hopes to restore 15 acres of oyster reefs 
with a $1.7 million federal stimulus grant.''" 

78. Stimulus program paying $2.5 million for beach enhancement studies. Despite recent 
concerns about beach restoration projects from the Obama Administration, the Army Corps of 
Engineers is spending $2.5 million to study new projects instead of building them,'''* 
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Western Region 



79. Washington State University (Vancouver) is receiving SMB, 438 to analyze "the use ol 
marijuana in conjunction with medications like morphine.” According to local reports, “this is 
the first ARRA funding received by WSU. The project is uniquely qualified to receive these 
funds because of its potential to stimulate the economy and create or retain jobs within the 
community. 

80. “Microsoft Bridge” in Seattle will receive $11 million in stimulus funds. Despite having nearly 
$20 billion in cash reserves, Microsoft will be the prime beneficiary of $11 million for 
construction of a bridge to connect the two campuses of its headquarters. Separated by a 
highway, the Microsoft headquarters outside of Seattle in Redmond, Washington will now be 
linked by an unusual diagonally shaped bridge, once construction is completed. According to 
CNN, Redmond Mayor John Marchione “applied for federal stimulus money after costs jumped 
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on the project from $25 million to $36 million,” leaving the taxpayer to pick up the entire cost 

145 

overrun, 

81 . California is not encouraging school districts to re-hire laid-off teachers. Following the 
layoff of a large number of special education instructors, the California Department of Education 
is not encouraging school districts to create or save new jobs by bringing them back on staff. 
Heather Carlson, with the Department of Education, noted the reason being “the day after the 
money runs out, districts once again would have to find a new way to pay those employees,’”* 

82 . Oregon will spend $4.2 million to raise railroad track 18 inches. In Scappoose, Oregon (pop. 
6,200), drivers ate tired of taking a detour to get past railroad tracks that are not level with the 
main road. To fix the situation, $4.2 million in stimulus money will raise the railroad cracks by 18 
inches so that the road and tracks are level. According to city manager Jon Hanken, the stimulus 
money was needed because “local voters had rejected a bond issue to pay for the project,””^ 

83 . Portland, Oregon will spend $1 million in stimulus funds for bike lockers. City officials plan 
to upgrade 100 bike lockers and build a parking garage that will house 250 bicycles.”* One local 
columnist questioned the need for the lockers, noting that Oregon had the fifth highest 
unemployment rate in January at 9.9 percent. Raising the question, “is this proper use of federal 
stimulus money?" he answered, “of course not!"”* 

84. Stimulus cash is causing friction between a Colorado county sheriff and commissioner. At a 
recent local meeting to discuss how the county would use stimulus money, two officials 
disagreed about how to use it. $213,716 stimulus grant for a new crime-response vehicle was seen 
as wasteful because the county already has similar equipment. “! just question the need for this 
in light of (the Colorado Bureau of Investigation’s) criminal vehicle," the commissioner said,'’" 

85. A Wyoming town will build a new government building that local officials do not sec 
helping the economy in the short-term. Instead of leasing existing space downtown to help 
revitalize that area. “We re either green and growing or ripe and rotting,’ said a local official. 

The city council authorized an application for a $7 milhon loan to build a new water department 
administration and engineering building. “Long term 1 see it; short term, 1 don't," said council 
member Patrick Colhns about the facility for Board of Public Utilities engineers and 
administrators. ”We have an opportunity with these empty buildings to lease space downtown," 
Collins said.'’' 
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86. The U.S. Department of the Interior will spend $280 million on wildlife refuges and fish 
hatcheries, $630,000 on a bridge at the National Bison Range, and $249,000 for solar panels 
at Ennis Fish Hatchery. Refuges and hatcheries in Montana will receive about $3 milhon of the 
Interior Department's stimulus spending.'’’ 

87. Colorado counties reject stimulus money, but change minds and use to buy an industrial 
dishwasher. The four counties that at first rejected the money for senior citizen meals were 
hesitant to accept funds for a program they would not later continue. “‘It didn't seem like a wise 
decision to take it, so we turned it down,’ said Jo Downey, director of the council. 'We couldn't 
see buying food that we’d waste.’” But they changed their minds when state officials informed 
them that they did not have to use the money for meals, but could purchase “a new industrial- 
size dishwasher and mixer, plus 10 GPS systems"'’’ 

88. Tualatin, Oregon plans to spend $2.5 million on a “train-horn-free” zone. The city plans to 
provide $700,000”'' and the local transit agency plans to provide $939,000 in stimulus money 
towards creating a train-horn-free zone. '” The money will be for Tualatin to help with noise 
issues but is not likely to be finished for two years.'* 

89. San Diego International Airport will get $5 million to install “energy-efficient" runway 
guidance lights.'’' Transportation Secretary Ray LaHood called the new signs a “critical 
investment” that will get the "U.S. economy going again."'* 

90. A Utah sheriff’s office is plans to purchase a Harley-Davidson motorcycle. Davis County 
Sheriffs in Utah will be adding a brand new Harley-Davidson to their vehicle fleet courtesy of 
the stimulus bill. The purchase is part of a Edward Byrnes Memorial Justice Assistance Grant 
being shared with nearly a dozen other police agencies in the county. The department will 
receive almost $25,000, most of which will be used to purchase the Hatley Davidson.”'' 

91. The Phoenix Police Department is expecting to receive $5.4 million in stimulus cash for 
new equipment that will not result in job creation. According to local reports, the funds will 
“likely include more technology upgrades, such as electronic-citation devices, rather than adding 
new' boots on the ground." Phoenix Executive Assistant Police Chief Tom Lannon said the use 
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of the funds will be challenging due to the rules for these law-enforcement grants changing 
neatly daily.'“ 

92. U.S.'Canada border crossings that average less than 2 passenger cars per day and 2- 3 trucks 
a month get millions from stimulus funds. U.S.-Mexico border crossings with 20,000 
vehicle crossings per day get nothing, A border post located in Montana sees an average of less 
than two passenger cars per day and only two to three trucks a month, according to the Bureau 
of Transportation statistics. Despite the lack of activity, it will receive $15 million in “stimulus” 
funds for upgrades. Five of the tiny border crossings in Montana will get $77 million in total.'*’’ 

93. Washington State will spend over $18 million in stimulus cash to grow and hatch fish. This 
represents over 15% of the $120 million the state’s funding from the Bureau of Reclamation 
received for water infrastructure projects.'*’ 

94. Montana’s state-run liquor warehouse will receive $2.2 million in stimulus cash to install 
skylights. The project is part of the $27.7 million the state has been awarded for energy 
programs.'® 

95. Eugene, Oregon will spend $2.25 million stimulus dollars to construct a 1,000 foot long bike 
path, and an additional $180,000 will be spent on “pedestrian facilities, traffic calming and 
bicycle-relatcd components. The project was approved by the Oregon Transportation 
Commission for $2.25 million “to construct a 1000-foot-long elevated pedestrian-bicycle path 
over the Delta Ponds and Delta Highway.”"’"' 

96. A California skate park will get a $620,000 “facelift.” Plans to refurbish the skate park in 
Long Beach, California, had stalled for months as local funds put towards higher priority park 
projects. With $620,000 in federal stimulus funding available to upgrade the skate park, the city 
council decided to move forward. Daniel John.son, a skater, said, “If most of us weren’t skating 
right now, we’d be doing some bad stuff”'*’ 

97. The Bureau of Land Management is using stimulus funds to study the impact wind farms 
have on the sage grouse population in Oregon. The proposal would be to “hire people to tag 
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sage grouse in areas where wind farms are proposed and track the birds’ movements to figure out 
where turbines could be located 

98. Durango, Colorado to spend $215,000 for a bike path to keep kids from walking to school 
on the street. Construction is scheduled to begin in August on a new bicycle and pedestrian 
path on County Road 501 after the project received more than $215,000 in federal stimulus funds. 
Town Planner Joe Crain said, “'It definitely will be a very good thing because of the high school. 

I see a lot of students walking on the roadway.*“^ 

99. $200,000 for restroom and showers at Black Butte Lake, California. The money is for new 
restrooms and showers in the group area. According the Corps of Engineers stimulus project Use, 
the new restrooms “will greatly improve the public recreational experience."’^^ 

100. Big Stimulus windfall for tiny town. A town of 82 residents where the people are outnumbered 
“several times over by mule deer and antelope” in California is getting a $3 million stimulus for 
build a new water facility. At about $36,000 per person, the Town of Tennant is one of 74 water 
districts of California set to share $150 for drinking water projects. 


“Wind farms’ impact on sage grouse part of stimulus study,” IkSpofecsJuaii-Revicw, June 1, 2009, 
httD://w\wv.spokesman.com/storics/2009/iun/QI/\vind-farms-imDact-on-sagC'grouse-Dart-of-stimu!us/?printTriendIv . 

Buford, Katie, “Federal funds to help pay for path: Bayfield to build route for residents”. The Durango Herald, April 23. 2009, 
httD://durangohcrald.com/scctions/News/2Q09/04/23/Fcdcral funds to help pav for path/ . 

U S, Army Corps of Engineers, “Civil Works Expenditure Plan - Operations and Maintenance.” 
http://wvi,w.taxpaver.net/user uploads/file/Stimulus/Corps/Corps Stimulus Projects OperataionandMaintenance.pdf . 

Sabalow, Ryan. “Big stimulus grants go to tiny nrath state water disiricts."Rawd'Scarc/ill^k, June 9, 2009, 
http://\\'^^w■^edding.com/ncws/2009/iun/Q9/big-sIimulus-g^ants-go^to-tinv-no^th-statc-\vater/ ■ 
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Appendix - Quick Reference of Projects 


State 

Grant 

Purpose 

Top Ten Projects 


$1.5 million 

New water 
treatment plant 
that raises utOity 
costs of residents. 


$1 billion 

M<»t costly 
earmark in history 
despite promise of 
no earmarks. 

j^mi 

$15.8 million 

Non-essential 
repairs for 37 rural 
bridges rarely used. 

California 

$10 million 

Eminent domain 
kicking families 
out of homes to 
meet stimulus 
deadlines. 

Florida 

$S.4 mOlion 

Wildlife “eco- 
passage" that will 
take years to finish. 

Nevada 

$2 million 

Weacherization 
contract going to 
company already 
fired for poor 
weatherizatlon 
work. 

Oklahoma 

Over $1 million 

New guardrail 
along bone-dry 
Optima Lake. 

Pennsylvania 

$9.38 million 

Renovate old train 
station not used in 

30 years. 

D.C, 

$2.5 million 

Social security 
stimulus checks 
sent CO 250 dead 
peope. 

New York 

$578,661 

Homeless funds go 

CO town that 
doesn't want the 
money since it has 
no homelessnesss. 

Midwestern Region 

Illinois 

$173,824 

Wcathcrizing 8 
pick'up trucks. 

South Dakota 

$20,000 

Freezing fish sperm. 

Wisconsin 

$2.8 million 

Unrcquc,sted 
nursing home 
a.ssistancc. 

Iowa 

$11 million 

Unnecessary new 
cars for State 




government 


$150,000 CSC. 

■iWiMniiiiiri 

Gcoigia 

$5.5 million 

Grant used to entice 
company to move 
from Iowa, taking 
1,200 jobs away 
from state. 

Michigan 

$500,000 

Renovate historic 
building to house 
yoga or children's 
movement class and 
a new visitor center 



Unnecessarily 
widen and rebuild 
road. 



New parking lot not 
wanted by local 
residents. 

imu 

$57 million 

Planning and 
preliminary studies 
of highway projects. 

myyn 


For theater used for 
dance and music 
events. 

Illinois 


4-pcrson bunker at 
wUdiife refuge. 


n/a 

Police jobs saved by 
stimulus funds 
could still be lose at 
end of year. 

Indiana 

$1.27 million 

New airport runway 

signs. 

Ohio 


Suicide prevention 
fence for a bridge. 

Illinois 

um 

To study if people 
arc healthier in 
"green” government 
subsidized housing 
projects. 

Indiana 

$356,000 

To study how kids 
perceive accents. 

Michigan 

$530 miUion 

Mostly “no- 
strings" funding 
for school district 
despite record of 
poor financial 
management. 

Michigan 

$983,952 

For decorative 
sidewalks and 
crosswalks and 
streetlights, 
planters, and 


40 @ 
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landscaping. 

Michigan 

$1.3 million 

New wastewater 
plant declared 
“dead on arrival" 
by local citizens. 

Kansas 

n/a 

Visitor center and 
pedestrian bridge 
chosen not for 
economic but for 
culturai/aesthecic 
value. 

Missouri 

$462,000 

New toilets at 

Mark Twain 

National Forest. 

North 

Dakota 

Up to $100,000 

To demolish a 
sauna and build 
new showers in 
women’s locker 
room. 

Missouri 

$2.9 million 

Visitor center at 
wildlife refuge. 

Missouri 

$940,000 

Solar power at a 
fish hatchery. 

Wisconsin 

$10 million 

School lunch 
equipment and 
education 
technology but no 
teaching iobs. 

Missouri 

$500,000 

Fish food for fish 
farmers. 

Northeastern Region 

Rhode Island 

$550,000 

Skateboard Park. 

Pennsylvania 

$800,000 

Backup runway for 
airport with only 3 
flights a day. 

Connecticut 

$850,000 

For studies 
including “how 
paying attention 
improves 
performance of 
difficult tasks.” 

New York 

$175,000 

Trolley to take 
tourists to festivals 
and markets. 

New York 

$3.1 million 

Transform canal 
barge into floating 
museum. 

Massachusetts 

$3 million 

Corporate jet 
runways that are 
opposed by local 
residents. 

Maine 

$1.3 million 

For “government 
art jobs” including 
basket makers. 


New York 

$15 million 

Partially rebuild 
portions of Coney 
island Boardw^. 

New York 

$150 million 

To build the 
world’s brightest 
x-ray. 

Massachusetts 

$3.5 mUiion 

3 mile bike trail 
despite having $80 
miUion of existing, 
unused federal 
funds for bike 
trails. 

Vermont 

$71,200 

Hybrid cars for 
driver education 
classes. 

New York 

$3.8 miUion 

Extend an urban 
art trail. 

Connecticut 

$680,000 

To study the effect 
of diet and exercise 
on obesity. 

Pennsylvania 

$500,000 

Parking garage, 

New York 

$I million 

“Green upgrades” 
but no new jobs. 

Massachusetts 

$174,000 

Duplicates funding 
to renovate a 
historic building 
chat is already 
being funded by 
separate federal 
prosram. 

Pennsylvania 

$819,000 

Homeless 
prevention despite 
the lack of 
homeless. 

Massachusetts 

$2 million 

Monitor scallop 
reproduction and 
habitat. 

Massachusetts 

$5.6 mQlion 

Repave bike path. 

Southern Region 

Tennessee 

$200,000 

To help create 
railroad hotel 
museum. 

D.C 

$2.5 million 

Beach 

enhancement 
studies by Army 
corps of Engineers. 

DC. 

$200 million 

For the D.C. metro 
despite history of 
waste and abuse of 
federal funds. 

D.C. 

$77.5 million 

To Connect D.C. 
metro to Dulles 
Airport despite 
history of waste 
and abuse of 
federal funds. 


4H 
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West Virginia 

$400,000 

Renovate 
downtown music 
hail despite lack of 
interest in 
developing the 
surrounding area. 

Delaware 

$7.5 million 

Renovate a 
boardwalk and 
build new pavilion. 

Tennessee 

$1.5 million 

To redevelop old 
amusement park. 

Tennessee 

$250,000 

Rehabilitate a 

dilapidated 

laundromat. 

Texas 

$181 million 

Expand Grand 
Parkway that is 
opposed by local 
residents and 
environmentalists. 

South 

Carolina 

$1.7 million 

Grow oysters. 

DC 

n/a 

Despite promises 
of transparency. 
White House 
won’t have website 
ready until next 
spring. 

Delaware 

$400,000 

To construct berth 
for historic ship. 

D.C 

$11.4 million 

Housing for zoo 
animals despite 
prohibition on 
funds being used 
for local zoos. 

North 

Carolina 

$40,234 

Salary of new staff 
position whose job 
it is CO lobby for 
more stimulus 
funds. 

North 

Carolina 

$300,000 

Parking lot already 
part of town’s 
existing budget. 

Florida 

$128 tnilUon 

Build a duplicative 
bridge. 

D.C 

$2.5 billion 

USDA program to 
bring internet to 
rural areas despite 
long history of 
misusing funds. 

Florida 

$2.1 million 

To relocate an 
aging Greyhound 
bus terminal. 

Kentucky 

$4.7 million 

Build a trail 
connecting 
downtown to a 
horee farm. 

Texas 

Up to $100,000 

Steam room for a 
fitness center. 

D.C 

$300 million 

Federal funding for 
61 housing agencies 
with history of 




misusing funds. 

D.C. 

$1.5 million 

Contractor with 
history of abusing 
detainees in Iraq 
used by Forest 
Service to evaluate 
projects. 

Texas 

$16.7 million 

Downtown park to 
cover a freeway. 

Texas 

$11.3 million 

Bathroom repair. 

Virginia 

$340,000 

Repair rural bridge 
despite no need for 
repair and only 
carries 20 cars a 
dav. 

Western Region 

Washington 

$148,438 

To study the use of 
marijuana in 
conjunction with 
other medication. 

Washington 

$11 million 

Create a bridge 
that connects two 
Microsoft 
campuses. 

California 

n/a 

State encouraging 
school districts to 
not rehire teachers 
with stimulus 
funds. 

Oregon 

$4.2 million 

To raise railroad 
tracks IS inches 
despite local 
residents rejecting 
plan. 

Colorado 

$213,716 

New vehicle for 
sheriff despite 
already having 
access to an 
existing vehicle. 

Wyoming 

$7 million 

Town to lease new 
office space instead 
of using existing 
empty office space. 

Wyoming 

$280 million 

For wildlife refuges 
and fish hatcheries 
for such things as 
solar panels. 

Colorado 

n/a 

Four counties 
reject stimulus 
money, but then 
change minds to 
buy an industrial 
dishwasher. 

Oregon 

$2.5 million 

To create a “train- 
horn free” zone in 
town. 

California 

$5 million 

To install energy 
efficient light bulbs 


42 ® 
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for airport runway. 

Utah 

$25*000 

Harley Davidson 
motorcycle for 
sheriff. 

Arizona 

$5.4 million 

New police 
equipment but no 
new jobs. 

Montana 

$15 million 

Upgrades for rarely 
used border 
crossing into 

Canada. 

Washington 

$18 million 

To grow and hatch 
fish. 

Montana 

$2.2 million 

Skylights for a 
liquor warehouse. 

Oregon 

$2.25 million 

To construct a 

1,000 foot bike 
path and 
pedestrian 
facilities. 


California 

$620,000 

A “facelift” for 
skate p>ark. 

Oregon 

n/a 

Federal program 
using stimulus 
funds to study 
impact of wind 
farms on sage 
grouse population. 

Colorado 

$215,000 

Bike path for kids 
to get to school. 

California 

$200,000 

Restroom and 
showers at Lake 
park. 

California 

$3 million 

New water facility 
for town of 82 
residents. 


43 ® 
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A SECOND LOOK A 

America's Mayors Respond 


iTiiaHma 


24. The Fort Wayne, Indiana airport will spend $1.27 million in stimulus cash for runway 
signs. 

Mayor Tom Henry - D, City of Fort Wayne, Indiana: 

"For Senator Cobum to attack a project that is specifically and exclusively designed for the 
safety of the passengers, flight crews and ground crews at Fort Wayne International Airport 
is extremely disappointing. The junior senator from Oklahoma has a long history as a fiscal 
conservative, but spending money to jumpstart the faltering economy on necessary 
infrastructure improvements is not pork, it is needed jobs and investment, plus for this 
project, enhanced safety for Fort Wayne residents and visitors to our city who rely on this 
airport. This project is already under contract so Senator Cobum's opposition is simply 
political posturing, not real action to reduce spending.” 

58. Wheeling, West Virginia will use almost $400,000 to renovate a downtown music hall. 

Mayor Andy McKenzie - R, City of Wheeling, West Virginia: 

“The City of Wheeling would like to acknowledge the efforts of both President Obama and 
Vice-President Biden in developing a recovery effort that provides economic and 
development opportunities for cities across America. Wheeling City Council by a unanimous 
vote authorized CDBG -R investment into the Capitol Theatre project to stimulate economic 
growth, job creation and downtown revitalization. This eligible shovel ready project will 
create 5.6 million dollars in direct spending in our community and more than 60 new jobs. 

We are disappointed; Senator Coburn appears to be off the mark. We invite him to come to 
Wheeling and visit this project that will be a catalyst for future investments in our 
community.” 

66. Summerfield, North Carolina gels stimulus money for a parking lot. 

Mayor Mark Brown - R, Town of Summerfield, North Carolina: 

“For several years, local government has been grappling with how to improve the safety at 
the Summerfield Rail Trail. Without sufficient parking so close to the start of the trail, this 
trailhead is a dangerous traffic accident waiting to happen. This Recovery funding will put 
people to work and expand the number of safe, parking spaces available. I’ve been someone 
who has been screaming about the pork jobs, but this is a real safety issue that our town is 
dealing with - Senator Cobum is wrong to call this a pork project; this is a safety project.” 

69. Miami, Florida will use $2.1 miliion in stimulus funds to move and relocate an aging 
Greyhound bus terminal. 

Mayor Carlos Alvarez - Republican, County of Miami-Dade and Mayor Manny Diaz - 
Independent, City of Miami: 

“The Miami Intermodal Center will link bus, train, rental car, Metrorail and an automated 
people mover to Miami International Airport. It means more tourism, business travel and 
trade, as well as more options for residents who rely on public transportation,” said Mayor 
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Alvarez. “Transportation infrastructure is the backbone of our economy and will create 
thousands of jobs in the future.” 

“It will improve our energy independence and reduce our carbon footprint and greenhouse 
gas emissions by reducing the number of vehicle miles traveled”, said Mayor Diaz. “It is 
unacceptable for Senator Tom Cobum to not support this project, which will advance our 
public transportation system and stimulate our economy.” 

80. “Microsoft Bridge” in Seattle will receive $11 million in stimulus funds. 

Mayor John Marchione - Non-partisan, City of Redmond, Washington: 

“The 36th Street Bridge project is a vital transportation investment needed to improve 
mobility and circulation for an area that is home to over 44,000 jobs and represents the 
second largest employment center in King County after downtown Seattle. It was the 
region’s consensus top priority after a rigorous competitive review, and we were pleased to 
receive stimulus funding for this important jobs corridor. As Senator Cobum was advised 
over a month ago, Redmond has since returned $6.4 million of the $1 1 million stimulus grant 
due to the current favorable bid climate and strong project cost management.” 

89. San Diego International Airport will get $5 million to install “energy-efficient” runway 
guidance lights. 

Mayor Jerry Sanders - R, City of San Diego, California: 

“These lights and signage will improve safety at Lindbergh Field by reducing the likelihood 
of accidents on the tarmac. Contrary to Mr. Cobum’s belief, this project is, in fact, an 
appropriate use of stimulus funds as it will put nearly 100 people to work during the 
installation process.” 



793 


A SECOND Look at the Second Opinion; 

COBl R\ RI PORT RIDDI.K.I) \M 1 II F AI.SI HOODS, 

Ol I DATI I) IM ORMA I ION AM) MISI.FADINA; ASSI R I IONS 


A Statement from Ed DeSeve, Senior Advisor to the President for Recovery Act 
Implementation; 

“We have approved more than 20,000 Recovery Act projects to get America’s economy moving 
again. The program is, overall, a great success. With 20,000 projects approved, there are bound 
to be some mistakes - when we find them, we have been transparent about it, and worked on a 
bipartisan basis to shut them down immediately. Sen. Cobum’s report, however, is filled with 
inaccuracies, including criticisms of projects that have already been stopped, projects that never 
were approved, and some projects that are working quite well. If Sen. Cobum has found any 
problematic projects, we will address them immediately - but much of this seems to be little 
more than an objection to the Recovery Act itself, which Sen. Cobum opposed. As state officials 
in Sen. Cobum’s own home state have noted, ‘We have people working today who would not 
have jobs if the stimulus package hadn’t passed.’’’ 
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1. “Free” Stimulus Money Results in Higher Utility Costs for Residents of Perkins, 
Oklahoma 

Response: States, not EPA, make the decisions about Clean Water State Revolving Fund 
(SRF) ARRA project selection and terms, including the form of assistance (loans or 
grants) and interest rates. Communities constructing new facilities typically face higher 
utility rates in order to repay any loan. However, the affordable loan rates provided 
through the SRF save the community and ratepayers money over the long term compared 
to market rates. 

While the Buy American and Davis-Bacon provisions added to ARRA by Congress can 
increase project costs, they create U.S. jobs and provide workers with a fair wage. If the 
Buy American provisions increase a project's costs by more than 25 percent, the State can 
apply for a waiver, 

2. FutureGen: The Stimulus Earmark that Wasn’t, Becomes the Costliest Pork Project 
in History 

Response: The development of carbon capture and storage technology - and the ability 
for coal-based power plants to achieve zero carbon emissions - is crucially important for 
our country's energy future. The announcement related to the FutureGen project was the 
result of a joint decision by private and public partners in the project, The Department of 
Energy undertook a review of the FutureGen cost estimates and reviewed a series of 
alternative proposals, Ultimately, Recovery Act funds will be used for detailed design 
and construction if and only if the FutureGen Alliance and the project successfully meet a 
series of milestone reviews. This process ensures that the FutureGen project will receive 
the full funding only if it proves to be a smart investment. 

3. Little-Used “Shovel-Ready” Bridges in Rural Wisconsin Given Priority Over 
Widely Used Structurally Deficient Bridge. 

Response: We’d like to correct some facts in this highlighted project. The write up 
quoted the Milwaukee Journal Sentinel which cites traffic figures for the Blooming 
Grove, Wl, bridge of 85,600 cars per day, rather than the correct figure of 8,560 cars per 
day. If the Blooming Grove Bridge actually had 85,600 cars per day crossing over it, the 
bridge would be seeing three times the amount of traffic on the most heavily traveled 
stretch of an interstate. 
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4. John Murtha Airport in Johnstown, Pennsylvania has only three flights a day but 
will receive $800,000 to repave a backup runway. 

Response: Still under review. 

5. $3.4 Million for Wildlife “Eco-Passage” in Florida; Project Still May Take Years to 
Finish 

Response: Still under review. 

6. Nevada Non-Profit Gets Weatherization Contract After Being Fired For Same 
Work 

Response: FALSE. The Community Services Agency was never fired or defunded by 
the State and has over 25 years of experience managing the Weatherization Program.' 

7. Non-Existent Oklahoma Lake Gets Over $1 Million For a New Guardrail 

Response: FALSE. “Work on the guardrail project is not going forward as we explore 
other approaches to protecting public safety," Army Corps of Engineers 

8. Taxpayers Taken for a Ride: Nearly $10 Million to be Spent to Renovate a Century 
Old Train Station that Hasn’t Been Used in 30 Years 

Response: The Elizabethtown train station sits along an important transit line in Eastern 
Pennsylvania between Harrisburg and Philadelphia. This line has enabled the growth of 
the Lancaster County region in recent years, and the Elizabethtown station is vital to the 
commuters who live in the area. More than 80.000 passengers use the Elizabethtown 
station every year, a number which has increased 90% from the approximately 43,000 
riders who used the station just five years ago. Improvements to the outdated station will 
create jobs and improve the riding experience for the passengers who rely on the station 
every day to get to work. The renovated station will allow ridership to increase even 
more in the coming years, leading to increased business development and better quality 
of life for all area residents. (hltp://articles.lancasteronline.com/local/4/238232 l 

9. 10,000 Dead People Get Stimulus Checks, Social Security Administration Blames a 
Tough Deadline 


WO years ago, in 2007, CSA experienced problems wiih ihequaliiyofwori(ofai»x>graintnanag«' and some contractors. Nevada Rural 
Housing Authority brought suit against CSA and Nevada State’s Housing Division, and CSA agreed to cease its management of the program until 
the problems were solved. Since then, CSA hired a seasoned Weatherization Director (the fonner director of the Nevada Rural Housing 
Authority). In response to these changes, Nevada Rural Housing Audiority dropped its suit against CSA. 
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Response: This problem was corrected and misdirected government funds have been 
reclaimed. 

10. Town of Union, New York, Encouraged to Spend Money It Did Not Request For a 
Problem It Docs Not Have 

Response: FALSE: Although funds are allocated to towns via formula, the grantees are 
required to submit a plan for use of the funds, which Union did.^ 

11. Illinois county to spend $173,824 weatherization grant on eight pickup trucks. 
Response: FALSE. This grant is not supported by ARRA funding. 

12. South Dakota fish hatchery to spend half of a $20,000 grant on a freezer for fish 
sperm. 

Response: Still under review. 

13. Wisconsin nursing home receives $2.8 million in stimulus money it didn’t need or 
request. 

Response: FALSE. The Knapp Haven Nursing Home had originally applied for a non- 
ARRA Community Facilities Direct Loan for a nursing home renovation in Chetek, 
Wisconsin, but applied instead for ARRA funding as there were not sufficient funds in 
the USDA Rural Development State Office allocation. It is possible that the project 
would have gone unfunded without the ARRA funding. 

14. Iowa state legislators are using money freed up by federal stimulus cash to buy $11 
million in new cars the State does not need. 

Response: MISLEADING. This is not a direct use of ARRA funds to buy cars, and is 
pure speculation, given that this article was written in April, on where the funding for the 
cards came. 

15. Road signs costing $300 each are being placed at construction sites to alert motorists that 
the project is being paid for by stimulus money. 

Response: Road project signage is both customary, and an allowable use of funds. 


■ The Homeless Prevenlion/Rapid Re-housing (HPRP) funds in the Recoveiy Act wwe allocated to grantees via a formula; grantees did not 
apply. However, grantees are required to accejH die funds by subroitbng an aj^jending plan. The HPRP Notice indicates that that if ^antees do 
not have the capacity to administer the funds or don’t need them, they should simply decline and the fund.*: would be reallocated to other 
communities. The City of Union did not, in fact, decline the funds but submitted their spending plan outlining how they plan to spend the money 
that was allocated to them. Also, HPRP funds are largely intended to |»evem homefesaiess, not necessarily correct a chronic homelessness 
problem, so the tact that someone in the town wasn't “aware of any homelessness issue in the largely suburt>an town" is iirelevant. It can be used 
assist folks that are at risk of losing their homes due to job loss, or the inability to make mortgage payments. 
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16. Stimulus grant may cost Dayton, Ohio 1,200 jobs. 

Response; FALSE. The Economic Development Administration (EDA) has a long 
standing policy that prohibits the agency from providing ftmds to incentivize a corporate 
relocation from one U.S. region to another. 

Press Reports: httD://www.davtondailvnew.s.com/bloe.s/content/shared- 
gen/blogs/davton/opinion/enlries/2009/06/04/editorial stimulus money hard.html . 

17. The governor of Michigan is using $500,000 to renovate the Ypsilanti Freighthouse, 
which may house a “yoga or children's movement class” and a full-time tourist 
information center. 

Response: Still under review. 

18. Critics question whether the much-hyped 2000th transportation stimulus project is 
necessary. 

Response: This project is a much needed project that was labeled by FOX News as one 
of the very “best” Recovery Act projects in the country. See 
httD://www.foxnews.com/politics/2009/05/06/stimulus-report-card-hits-misses/ 

19. Parking lot that no one wants. 

Response: Still under review. 

20. Ohio state legislators oppose the governor’s plans to use $57 million for “planning and 
preliminary studies instead of bricks-and-mortar construction." 

Response: FALSE. The Ohio Department of Transportation is directing these dollars to 
shorter-term projects, aimed at quickly creating and retaining construction-related jobs. 

http://www.dot.state.oh.us/news/Pages/ODOTsStimulusInvestmentsspurringmoreConstru 

ction-RelatedJobs.aspx 

21. Minnesota theater wins millions over bigger job producers. 

Response: Still under review. 

22. Illinois will spend $350,000 to build a four-person bunkhouse at Crab Orchard National 
Wildlife Refuge. 

Response: FALSE. This project was on a contingency project list and is not planned for 
implementation. Planned Interior Recovery Act projects can be found at 
www.doi.gov/recoverv . 
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23. Police jobs in Columbus, Ohio saved by stimulus could still leave officers getting pink 
slips. 

Response; MISLEADING. In some cases, States may have HR rules or union contracts 
regarding those who may be laid off and in what order. If the grantee needs to change the 
project plan a Change of Scope request must be submitted to the Grant Manager for 
approval. 

As the President said in Columbus, these funds can’t solve every problem, and he 
recognized that the police force would still face budget challenges. But the bottom line is 
that these funds helped these police recruits keep their jobs for another year, which can 
only improve the community and economy of Columbus. 

24. The Fort Wayne, Indiana airport will spend $1.27 million in stimulus cash for runway signs. 

Response: Runway signs are an issue of basic safety for airports. Use of ARRA funds 
for such signage increases safety for both passengers and crew. As Mayor Tom Henry - 
D, City of Fort Wayne, Indiana says; “[this is a] project that is specifically and 
exclusively designed for the safety of the passengers, flight crews and ground crews at 
Fort Wayne International . . .spending money to jumpstart the faltering economy on 
necessary infrastructure improvements is not pork, it is needed jobs and investment, plus 
for this project, enhanced safety for Fort Wayne residents and visitors to our city who 
rely on this airport.” 

25. Akron, Ohio will use up to $1.5 million to erect a suicide-prevention fence. 

Response; Installing this fence addresses a basic safety issue. 

26. Rather than help welfare recipients obtain jobs and escape poverty, $1 million wiil 
be used to study whether 300 people in Chicago are healthier when living in “green” 
public housing facilities. 

Response; Still under review. 

27. The National Institute of Health gives Indiana University professor $356,000 to study how 
kids perceive foreign accents. 

Response: This basic research project will inform our knowledge of how children 
perceive accents and how it affects their ability to understand speech. The knowledge 
gained from this research will be particularly beneficial to children with hearing deficits. 
The information gained will also add to the larger knowledge base in the field of speech 
therapy, and the audio recording database will provide a resource that can be useful for 
future studies of this topic. This research proposal will investigate this issue by testing 
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children's perception of foreign-accented speech, a common, real-world source of speech 
variability. 

28. Detroit Public Schools will reap massive benefits from stimulus despite a $150 millioii 
deficit. 

Response: The Department of Education (ED) is very well aware of Detroit Public 
Schools’ financial management issues, and has been working with them closely to ensure 
proper procedures as a result. 

Press Reports: DPS Emergency Financial Manager Said He Will Not Use Recovery Act 
Funds to Plug the District’s Deficit and Will Be Hiring an Inspector General to Oversee 
Forensic Audits and Allegations of Financial Wrongdoing in the District. “Detroit Public 
Schools will soon hire an inspector general to oversee forensic audits and investigate 
allegations of financial wrongdoing as part of resolving a spiraling deficit, the district's 
new emergency financial manager said in an interview Thursday. In one of his first 
interviews since taking office last week, Robert Bobb also told the Free Press that the 
district's deficit has ballooned to more than $200 million - far more than the $139 million 
announced last year. . .Decisions also must be made about how to use some of the $530 
million headed to DPS from the federal stimulus package. Bobb said Thursday that he 
was skeptical that any of the money will come without strings and added that he will not 
use the stimulus to plug the deficit because that won't solve the structural problems in the 
budget.’’^^^ 

29. Michigan will spend $983, 952 for streetscaping in Ann Arbor. 

Response: Still under review. 

30. “Dead” project in Leelanau County, Michigan gets new life in stimuius aid. 

Response: FALSE. This project has been removed from the Michigan Department of 
Environmental Quality’s project list. 

31. Visitor center and a pedestrian bridge Kansas chosen for “aesthetics” over economics. 
Response: Still under review. 

32. A National Forest in Missouri will receive $462,000 to replace toilets. 

Response: MISLEADING. The Forest Service owns and maintains thousands of toilet 
buildings throughout the National Forest System. As reported in the media, one of these 
acquisitions involved the $460,000 purchase and installation of 22 prefabricated concrete 


''' Detroit Free Press, 5/13/09 
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toilet buildings to be built in remote locations throughout Missouri’s Mark Twain 
National Forest. 

At an average of about $2 1 ,000 each, the price reflects the cost of complete constructed 
buildings rather than cost of the toilets as indicated in the report. The cost of $9,800 per 
building was awarded against an existing GSA schedule and is identical to the price the 
Forest Service paid two years ago for the same units. The negotiated price of $ 1 1 ,600 per 
site for excavation, grading, and foundation installation is also in line with what the 
agency paid two years ago. 

33. Stimulus funds will be used to demolish a sauna and build showers in the women's locker 
room at Grand Forks Air Force Base in North Dakota. 

Response: MISLEADING. The additional showers are necessary to meet the current 
design standards for the female population at Grand Forks, ND. This project was 
included in the Department’s Recovery Act Expenditure Plan to “Repair Fitness Center 
Bldg 308 Showers.” It was awarded on April 2 1 , 2009 for $70.3 thousand (13% below 
original estimate). It demolishes an existing whirlpool and installs six additional 
showers, required ventilation and plumbing to bring the facility to current standards. The 
current facility is undersized by 66%. 

34. Federal stimulus cash paying for a fish hatchery and a new visitor center in Missouri. 

Response: The existing facility at the Mingo National Wildlife Refuge has significant 
deferred maintenance and does not meet current codes and standards, so building a 
replacement facility is a more cost-effective alternative. 

The improvements to the Neosho National Fish Hatchery include maintenance 
improvements, in addition to installing a new renewable energy source that will reduce 
future operational costs. 

35. $10 million will be used for school lunch equipment and education technology in Oshkosh, 
Wisconsin. 

Response: States are permitted to use State Fiscal Stabilization funds to restore cuts in 
state support; districts may not necessarily receive additional funds. This may have the 
affect of freeing up state funds for other essential public services. While the federal 
govenunent encourages states to increase the amount available to support education, the 
statute does not include a supplanting provision. 

36. Missouri plans to spend $500,000 of federal stimulus money on fish food. 

Response: Funding was specifically provided in the Recovery Act for this purpose. 
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Press Reports: Missouri Catfishery Owner Saw Feed Costs Increase 50 Percent from 
2007 to 2008; Though He Wasn’t “A Big Fan” of the Recovery Act, He Said He Might 
Apply for the Aid Because the Increase “Is Something Putting a Real Pinch on Our 
Business.” “The United States is about to spend $50 million on fish food. The money 
included in the federal stimulus package is intended to help keep afloat an aquaculture 
industry already struggling from foreign competition after feed prices jumped 50 percent 
last year... The aquaculture industry was worth $1.4 billion in sales in 2007, the most 
recent year for which the U.S. Department of Agriculture has figures. Catfish account for 
one-third of those sales, and the leading producers are Mississippi, Alabama and 
Arkansas. 

37. Pawtucket, Rhode Island spending $550,000 on a skateboard park. 

Response: FALSE. The CDBG grant proposal submitted by Pawtucket did not contain 
the skateboard proposal. 

38. Yale and the University of Connecticut are receiving $850,000 in stimulus for research “to 
study how paying attention improves performance of diflicult tasks.” 

Response: This research examines neurobiological mechanisms that support the brain's 
ability to exclude redundant and/or irrelevant information while searching for and 
locating targets under conditions of attention versus inattention. This is basic research 
which focuses on the neurons within a specific area of the brain. The knowledge gained 
from this study could lead to better understanding of disabilities involving impaired 
attention, and secondarily, to commercial applications such as treatments to improve 
attention under occupational stress. 

39. Gloversville, New York is using $175,000 of stimulus money to pay for a trolley bus to take 
tourists to festivals and a farmers market. 

Response: Still under review. 

40. $3.1 million will turn a canal barge into a floating museum. 

Response: Still under review. 

41. Three million dollars will pay for corporate jet runways in Massachusetts despite 
opposition of local leaders. 

Response: Still under review. 


Associated Press State & Local Wire, 6/12/09 
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42. Maine to spend over $1.3 million on “government arts Jobs,” including $30,000 for basket 
makers, $20,000 for story telling, and $12,500 for a music festival. 

Response: Still under review. 

43. New York City will spend $15 million to rebuild sections of the Coney Island Boardwalk. 
Response: Still under review, 

44. A New York laboratory is receiving $150 million in stimulus cash for “world’s brightest x- 
ray,” but it won’t be available until 2015. 

Response: The $ 1 50 million will create over 200 local construction jobs on Long Island 
in this fiscal year that would not have been created until the following year, providing 
short-term economic relief to Long Island families. Construction has already begun. 

In addition to creating jobs as rapidly as possible, these Recovery Act funds represent an 
investment in renewed science and technology leadership, enabling discoveries and 
breakthroughs that will spur U.S. innovation and economic growth in the years ahead. 
When completed in 2015, NSLS-II will provide American scientists with world-leading 
capability in one of the most internationally competitive areas of science — advanced 
lights sources — which have become the state-of-the-art instruments for effecting major 
advances in materials science, energy, pharmaceuticals and health, and a range of other 
fields, 

45. Milford, Massachusetts plans to use $3.5 million for a three mile bike/walking trail despite 
its failure to spend $80 million in federal funds for other pedestrian paths. 

Response: Still under review, 

46. Stimulus funds pay for a hybrid car to be used by Vermont student drivers. 

Response: FALSE. No application has been received from the Town of Colchester for 
this program. 

47. Rochester, New York is getting millions to extend an art trail. 

Response: Still under review. 

48. The National Institutes of Health is giving Yale University $680,100 in stimulus funds to 
study the effectiveness of diet and exercise at reducing obesity. 

Response: This is a clinical study to examine the efficacy of a behavioral intervention for 
weight management, through nutrition and exercise, for schizophrenic patients. This 
intervention has been adapted for mentally ill patients from an approach widely used in 
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the broader population. The intervention has already been found effective in a smaller 
sample of mentally ill patients and is now being tested in a larger sample. 

49. No. 1 priority for Bethlehem, Pennsylvania’s share of the stimulus cash: A parking garage. 

Response: MISLEADING. This project would be funded under CDBG grants funds, 
and no funds have been approved yet. 

Press Reports: Local Business Owner: “We’ve Done Customer Surveys and 25 
Percent of Them Say That They Would Come More Often If There Was Better 
Parking.” The same article that Sen, Cobum’s office includes quotes from local business 
owners who recognize the link between available parking and increased business: “‘It's 
true,’ said Dana DeVito, general manager at Moravian Book Shop. ‘We've done customer 
surveys, and 25 percent of them say that they would come more often if there was better 
parking.’”’^' 

50. Rochester, New York to spend $1 million grant on “green” upgrades, but will not 
create new jobs. 

Response: FALSE. No application has yet been received from the City of Rochester to 
date for these funds. 

51. City favors stimulus money over other federal grant to avoid matching requirement. 
Response: Still under review. 

52. Altoona, Pennsylvania is getting $819,000 for a homelessness prevention program despite 
local reports that the town may not have enough of a homelessness problem to use it. 

Response: FALSE. Altoona’s publicly available Consolidated Plan for their HUD 
formula programs shows that during the course of the year there are several hundred 
homeless persons in the city and that they also have persons who are at risk of 
homelessness. The Homeless Prevention/Rapid Re-housing (HPRP) funds in the 
Recovery Act were allocated to grantees via a formula; grantees did not apply. However, 
grantees are required to accept the funds by submitting a spending plan. The HPRP 
Notice indicates that that if grantees do not have the capacity to administer the funds or 
don’t need them, they should simply decline and the funds would be reallocated to other 
communities. Also, HPRP funds are largely intended to prevent homelessness, not 
necessarily correct a chronic homelessness problem. It can be used to assist folks that are 
at risk of losing their homes due to job loss or the inability to make mortgage payments. 

53. $2 million in stimulus cash will be used to monitor scallop reproduction and habitat. 


Morning Call (Allentown, PA), 4/2/09 
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Response; MISLEADING. No grants under the National Oceanic and Atmospheric 
Administration’s coastal habitat restoration program have been awarded to date. 

54. Nantucket, Massachusetts will spend $5.6 million in stimulus cash to resurface 6.4 
miles of road and bike path, or roughly $875,000 a mile. 

Response: Still under review. 

55. The Tennessee Department of Transportation plans to use money to create the Clement 
Railroad Hotel Museum. 

Response: Still under review. 

56. Despite a history of mismanaging federal funds, D.C. Metro will receive hundreds of 
millions to close its budget deficit. 

Response: Still under review. 

57. $77.5 million will be used to extend the consistently over-budget D.C. subway to Dulles 
Airport in Virginia. 

Response: Still under review. 

58. Wheeling, West Virginia will use almost $400,000 to renovate a downtown music hall. 

Response: MISLEADING. This project would be funded under the CDBG grant 
program, and no CDBG grants have been awarded yet. As stated by Mayor Andy 
McKenzie (R), of Wheeling: “. . . Wheeling City Council by a unanimous vote authorized 
CDBG -R investment into the Capitol Theatre project to stimulate economic growth, job 
creation and downtown revitalization. This eligible shovel ready project will create 5.6 
million dollars in direct spending in our community and more than 60 new jobs. . .this 
project that will be a catalyst for future investments in our community.” 

59. Delaware has received a $7.5 million federal stimulus grant to pay for a boardwalk revival. 
Response: Still under review. 

60. Memphis, Tennessee will spend $1.5 million to redevelop fairgrounds and $250,000 to 
rehabilitate a dilapidated laundromat. 

Response: MISLEADING. This project would be funded under the CDBG grant 
program, and no CDBG grants have been awarded yet. 

61. Texas Department of Transportation plans to spend $181 million on a new road opposed by 
local environmentalists. 
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Response: Still under review. 

62. Despite promises that citizens would be able to track “every dime” of the $787 billion 
stimulus bill, the federal website devoted to posting the spending details may not be 
complete until next spring. 

Response: FALSE. As can be read in this article at GovExec.com 
( http://www.eovexec.com/storv Daee.cfm?ailicleid=42866&dcn=todavsnews . the Board feels 
they are on schedule to meet the statutory deadline. 

63. Delaware will spend $400,000 to construct a berth for a historic ship to attract tourists. 
Response: Still under review. 

64. Stimulus to pay for housing used by Soyono the Sumatran tiger and Luke the Lion at the 
National Zoo in Washington, D.C. 

Response: Still under review. 

65. Washington, North Carolina is using stimulus funds to pay for “project-funding manager” 
whose job it is to secure even more stimulus funds. 

Response: Still under review. 

66. Summerfleld, North Carolina gets stimulus money for a parking lot. 

Response: Still under review. A comment from Mayor Mark Brown (R), of 
Summerfleld, North Carolina: “For several years, local government has been grappling 
with how to improve the safety at the Summerfleld Rail Trail. Without sufficient parking 
so close to the start of the trail, this trailhead is a dangerous traffic accident waiting to 
happen. This Recovery funding will put people to work and expand the number of safe, 
parking spaces available.” 

67. The Florida Department of Transportation plans to spend $128 million on the proposed 
Indian Street Bridge, though it does not yet have all the property it needs. 

Response: Still under review. 

68. USDA Inspector General (IG) raises concerns about a $2.5 billion program for rural 
broadband Internet service. 

Response: No funds have yet gone out for the Broadband program, and IG concerns will 
be taken into account. 

69. Miami, Florida will use $2.1 million in stimulus funds to move and relocate an aging 
Greyhound bus terminal. 
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Response; This intermodal transit project has been widely acclaimed. See 
http://www,bizjoumals.com/southflorida/stories/2009/03/02/daily64.html 

70. Lexington, Kentucky plans to spend $4.7 million on a trail connecting downtown with a 
horse farm. 

Response: Still under review. 

71. Steam rooms in the fitness center of Laughlin Air Force Base in Texas will undergo repairs 
funded by federal stimulus funds. 

Response: FALSE, This project was not funded with Recovery Act funds. 

72. The federal government will provide $300 million in stimulus funds to 61 housing agencies 
that have been repeatedly faulted by auditors for mishandling government. 

Response: Still under review. 

73. Large federal contractors who have paid big lines for violating environmental, safety, and 
discrimination rules are receiving stimulus funds. 

Response: CACI is one of the 100 biggest federal contractors overall. 
USAspending.gov reports that CACI received $1.5B in FY 2008. The Forest Service 
contract in question represents one-tenth of one percent of the 2008 level awarded to the 
company. 

To meet the rigorous transparency and accountability standards reflected in 0MB 
guidance, the Forest Service has created four Economic Recovery Operations Centers 
(EROCs) through which all contracts, grants, and agreements funded by the ARRA are 
processed. Through these Centers, the Forest Service uses competitive procurement 
procedures for all ARRA awards. Exceptions can only be approved by the agency’s 
senior procurement official. The contract will assist the Forest Service conduct 
operations at their EROCs. The contract was awarded on a competitive basis. 

74. Dallas, Texas will receive stimulus funds to build a downtown park over a freeway. 
Response: Still under review. 

75. Bathrooms a major feature of $11.3 million renovation at Somerville Lake, Texas. 

Response: FALSE. Of the $1 1.3 million slated for renovation, only $400,000 is for 
restrooms, the majority is for modernization camping loops. 

76. Virginia wiil spend $340,000 on a rural bridge that carries only 20 cars a day. 

Response: Still under review. 
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77. South Carolina Department of Natural Resources will spend $1.7 million to grow 
oysters. 

Response: Still under review. 

78. Stimulus program paying $2.5 million for beach enhancement studies. 

Response: Still under review. 

79. Washington State University (Vancouver) is receiving $148, 438 to analyze “the use of 
marijuana in conjunction with medications like morphine.” 

Response: Still under review. 

80. “Microsoft Bridge” in Seattle will receive $11 million in stimulus funds. 

Response: MISLEADING. As Sen. Cobum knows, because Gov. Gregoire informed 
him by mail last month, the bridge in question is using less than half of these funds. It is 
an important local development project. Mayor John Marchione (Non-partisan), of 
Redmond, says: “The 36th Street Bridge project is a vital transportation investment 
needed to improve mobility and circulation for an area that is home to over 44,000 jobs 
and represents the second largest employment center in King County after downtown 
Seattle. It was the region’s consensus top priority after a rigorous competitive review, 
and we were pleased to receive stimulus funding for this important jobs corridor.” 

81. California is not encouraging school districts to re-hire iaid-off teachers. 

Response: The funds mentioned in the article are related to the release of Title I and 
IDEA funds, which were not intended to enable districts to retain staff. California 
received its SFSF funds, which are intended to allow districts to retain teachers. 

The other 2 items have to do with States or Districts choosing not to spend ARRA dollars 
on teacher retention because they are worried about the funding cliff The first priority of 
State Fiscal Stabilization Funds is to address state budget shortfalls - so if there are 
teachers being laid off, the money is intended to be used to retain them. Once state 
budget shortfalls have been addressed, then the Department of Education are encomaging 
states to spend the money on investments rather than expansion that cannot be sustained 
post-ARRA. 

82. Oregon will spend $4.2 million to raise railroad track 18 inches. 

Response: Still under review. 

83. Portland, Oregon will spend $1 million in stimulus funds for bike lockers. 


Page 15 



808 


Response: Still under review. 

$4. Stimulus cash is causing friction between a Colorado county sheriff and 
commissioner. 

Response: FALSE. This issue has been resolved by the Mesa County Commissioners, 
who have voted to approve a host of projects, including expansion of a county jail. 

85. A Wyoming town will build a new government building that local officials do not see 
helping the economy in the short-term. 

Response: Still under review. 

86. The U.S. Department of the Interior will spend $280 million on wildlife refuges and 
fish hatcheries, $630,000 on a bridge at the National Bison Range, and $249,000 for 
solar panels at Ennis Fish Hatchery. 

Response: The Bridge at the National Bison Range does not meet standards and has 
become a safety hazard to people. This is a deferred maintenance project. 

In addition to installing a new renewable energy source that generate 75% of the station’s 
electricity use and reduce future operational costs, the improvements to the Ennis 
National Fish Hatchery also include maintenance improvements. 

87. Colorado counties reject stimulus money, but change minds and use to buy an 
industrial dishwasher. 

Response: FALSE. Per the Colorado Recovery Act office, the four counties will use the 
nearly $17,000 for meals served to low-income seniors. Recovery Act dollars will not be 
spent on equipment, such as a dishwasher. Colorado, like much of the nation, has seen a 
30 percent increase in demand for emergency food during the recession and the Recovery 
Act is paying to meet the increased need. 

88. Tualatin, Oregon plans to spend $2.5 million on a “train-horn-free” zone. 

Response: Still under review. 

89. San Diego International Airport will get $5 million to install “energy-efficient” runway 
guidance lights. 

Response: Funding for San Diego Airport Will Pay for Improved Runway Safety Lights 
and Energy-Efficient Signs of the Airfield. According to the very article cited in the 
report, the “federal funds will cover the installation of new energy-efficient signs on the 
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airfield and improved nmway safety lights.”'^* Mayor Jerry Sanders (R) of San Diego 
comments on the project: “These lights and signage will improve safety at Lindbergh 
Field by reducing the likelihood of accidents on the tarmac. . . this project is, in fact, an 
appropriate use of stimulus funds as it will put nearly 100 people to work during the 
installation process.” 

90. A Utah sheriffs office is pians to purchase a Harley-Davidson motorcycle.. 

Response: JAG funds can be used to pay for personnel, overtime, and equipment. For 
example, Recovery-JAG funds may be used to purchase police cruisers (whether marked 
or unmarked), as well as police motorcycles. While known to many as a manufacturer of 
motorcycles built for leisurely purposes, Harley Davidson has been a primary supplier of 
American Law Enforcement motorcycles for over 100 years. More than 3,400 police 
departments ride Harley-Davidson motorcycles in the U.S. alone. 

91. The Phoenix Police Department is expecting to receive $5.4 million in stimulus cash 
for new equipment that will not result in job creation. 

Response: These reports are inaccurate. According to Maricopa County’s own 
application for the funds, the city of Phoenix does intend to use the Recovery Act JAG 
funds to hire staff in the prosecutors and fire department offices, not for equipment. 

92. U.S.-Canada border crossings that average less than 2 passenger cars per day and 2- 
3 trucks a month get millions from stimulus funds. U.S.-Mexico border crossings 
with 20,000 vehicle crossings per day get nothing. 

Response: Still under review. 

93. Washington State wiil spend over $18 miliion in stimulus cash to grow and hatch fish. 

Response: The Bureau of Reclamation is investing $18.1 million in the Leavenworth 
Water System - Columbia Basin Project. This project will complete repairs at 
Leavenworth. 

Beginning in the fall 2009, hatchery system improvements at Leavenworth will rebuild 
the water intake system which includes the pumping plant, fish screen and pipeline, and 
an effluent pond. An operations and maintenance evaluation concluded the system is in 
imminent threat of failure, with the potential to shut down hatchery operations. Shut 
down would affect Endangered Species Act-listed brood stock production. Reclamation’s 
ability to meet Grand Coulee mitigation requirements, and the 2008 Federal Columbia 


“Lindbergh runways awarded $5 million,” SignOnSanDiego.com (Union-Tnbme), March 28, 2009, 
http://wvvw3.signonsandiego.com/sIories/2009,tmar/28/lm28airport2M819-lmdbergh'run\vavs-awardcd-5-mill/ . 
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River Power System (FCRPS) Biological Opinion. Completion of this critical water 
delivery system would ensure continuation of hatchery operations, which supports spring 
Chinook salmon and continue to ensure tribal Coho fishing opportunities for Yakama and 
Colville Tribes. Project completion would also resolve ongoing legal disputes, address 
growing safety issues associated with difficult O&M of the current system, and reduce 
operating costs. 

94. Montana’s state-run liquor warehouse will receive $2.2 million in stimulus cash to install 
skylights. 

Response: The skylights at the warehouse will save taxpayers money. See the following 
analysis from ProPublica: 

“Projects like Montana’s liquor warehouse could provide fodder for stimulus critics, but 
it’s actually just a continuation of a twenty-year-old program designed to save the state 
money by reducing energy consumption. 

“If light can be reflected in through the windows, we save money,” Steven Swanson, the 
distilled spirits manager at the warehouse, told us. The state of Montana has been in the 
liquor distribution business [6] since prohibition ended, and brought in about $100 million 
last year. The warehouse is just one of the many state-owned buildings [1] in line for cost- 
saving energy improvements. 

Montana’s Gov. Brian Schweitzer has launched an initiative [7] to cut the state 
government’s energy use by 20 percent before next year. To achieve that “20x10” goal, 
the state hastened “audits” to plan and design energy-saving renovation in older 
buildings, like the 30-year-old liquor warehouse, throughout 2008, creating a backlog of 
projects that were simply awaiting funding, Paul Cartwright, the governor’s adviser on 
energy issues told us. 

Last fall, Schweitzer [8], a Democrat, proposed a budget that included about $25 million 
to pay for renovations. But, as the financial crisis deepened that figure was repeatedly 
down-sized in the administration’s proposals to the state legislature. That is, until the 
stimulus package arrived on the doorstep.” 

95. Eugene, Oregon will spend $2.25 million stimulus dollars to construct a 1,000 foot 
long bike path, and an additional $180,000 will be spent on “pedestrian facilities, 
traffic calming and bicycle-related components. 

Response: Still under review. 

96. A California skate park will get a $620,000 “facelift.” 
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Response: MISLEADFNG. This project would be funded under the CDBG grant 
program, and no CDBG grants have been awarded yet. 

97. The Bureau of Land Management is using stimulus funds to study the impact wind farms 
have on the sage grouse population in Oregon. 

Response: BLM is using Recovery Act funds to complete environmental reviews and 
other studies needed before public lands can be used for various renewable energy 
projects. Funding these studies now will accelerate the permitting process. 

Sage grouse have been proposed for listing under the Endangered Species Act, so these 
studies can help BLM develop mitigation and avoidance plans that are needed for BLM 
to approve permits for wind and other renewable projects. 

98. Durango, Colorado to spend S215,000 for a bike path to keep kids from walking to school 
on the street. 

Response: This new bicycle and pedestrian path will be built in front of a high school 
and will keep students off the roadway and away from vehicle traffic. This project creates 
jobs and a safer infrastructure for the entire community. 

99. $200,000 for restroom and showers at Black Butte Lake, California. 

Response: A new restroom will be installed in the Black Butte Lake, Buckhom 
Recreation Area Group Use Area to replace a single, aging pit toilet. The area is reserved 
every weekend between April and September and can accommodate up to 200 users. 

The nearest waterborne restroom with showers is located close to 1/2 mile from the group 
use area in the main campground. When the group area is utilized it puts a greater stress 
on this waterborne restroom and contributes to overcrowded conditions, facility 
breakdowns, less than desirable cleanliness and waiting lines. This restroom was 
constructed in 1978. 

100. Big Stimulus Windfall for Tiny Town. 

Response: FALSE. This system is not receiving ARRA funds. 


Page 19 


o 



